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BUSINESS DEPRESSION 


Will the present slowing up of business continue? 

















Is the country to have a severe business depression? 
If so, in what securities will your money be safe? 


We give a practical answer to these questions in the choice of the 
securities we recommend for investment. The selection of these 
securities is made with careful consideration of the changing tenden- | 
cies in money and business conditions. 
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Current Financial Opinion 
The Up-to-Date Thoughts of Wide-Awake Thinkers 


James J. Hill 
Frees His Mind. 

AMES J. HILL’S experience has 
been so varied, his knowledge of 
conditions is so. thorough and de- 

tailed, his associations with influential 
sources of capital are so intimate, his 
judgment is so shrewd and practical, and 
his expressions of opinion are so inde- 
pendent and pointed, that the world list- 
ens respectfully. 

To his recent address before the 
American Investment Bankers’ Associa- 
tion at Chicago he evidently gave con- 
siderable thought. He began at the bot- 
tom of things: 

Less than a year’s subsistence stands between 
man and starvation. That is the measure of 
his accumulations. The 97,000,000 people liv- 
ing in the United States in 1913 would require 
630,500,000 bushels to keep their stomachs and 
fields in condition for a year. Subtract our 
total exports from our total wheat produc- 
tion, and the average surplus retained for 
home consumption is less than 600,000,000 
bushels per annum. 

What is true of our bread supply is more 
than true of most other necessaries that we 
consume and produce. We could live for a 
few months only on our savings. Immense as 
seems the total of accumulated wealth, most 
of it is not available for consumption. Even 


the income from it must be transformed into 
things to eat and drink and wear, and tools 
to work with; into capital for future produc- 
tion, without which not only the machinery of 
industry but the human machine itself would 





presently cease to operate, and a dead world 
remain the monument of defeat in that econo- 
mic battle which man has waged with nature 
from the beginning. 

The principal asset of the world, aside from 
the land, is its plant; in the form of build- 
ings, machinery, transportation agencies, ap- 
paratus of all kinds in which capital has been 
fixed to enable the work of production to go 
on in increased volume and with added 
economy. To this every man who earns more 
than he spends contributes. Into this tre- 
mendous reservoir the surplus efforts of the 
ages have poured contributions from’ the hun- 
dreds of millions of men who, by planning, 
directing and working, add to the margin of 
profitable production all over the world. 

Credit enables them to do this. There is 
less difference between the forked tree drawn 
by cattle and the improved steam plow than 
there is between labor in the isolation of dis- 
trust and labor in the universal co-operation 
which credit facilitates and encourages. No 
wonder that credit has been called the most 
wonderful invention and the greatest wealth- 
producer devised by man. 


* * * 


“Our Cities Are 
Mad Spenders.”—Hill. 


THE mediums by which credit operates 

in putting accumulated capital to 
work for the public, are stocks and 
bonds. It is, then, highly important that 
these evidences of indebtedness or of 
partnership shall be genuine—shall be 
just what they purport to be and are 
understood to be by their buyers. 
Stocks, says Mr. Hill, have not changed 
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their status; but the character of many 
of our bonds has been undergoing a sad 
deterioration : 


The main course of such deterioration as 
the bond has suffered is the putting out under 
that name of a great volume of paper promises 
which are not entitled to it. The stock of 
more than one pretentious concern would have 
nothing behind it if the bondholders had to 
be paid off. Nor could the latter themselves 
nie to receive dollar for dollar on a forced 
sale. 

Criticism, or even a proper understanding 
of the situation calls for discrimination be- 
tween the classes into which bonds are divided. 
First are those of public bodies; the govern- 
ment, states, counties, cities and sometimes 
villages. In a study of credit made some 
time ago, I showed that the net ordinary ex- 

ses of the United States government had 
increased 1.4 per cent. between 1870 and 1890, 
and 121.4 per cent. between 1890 and 1908; 
while between 1890 and 1909 the expenditures 
of the thirty States from which reliable re- 
ports could be obtained had increased 201.6 
per cent. 

Most of our cities are mad pie: in- 
tent only on securing an increased margin for 
bond issues by raising the assessed valuation. 














POINTING OUT THE MENACE. 
—Minneapolis Journal. 


Is the Country 
Waterlogged? 


OF railroad bonds Mr. Hill has quite 

naturally a much better opinion. 
The railroad must always remain where 
it is and must always be operated by 
somebody, hence the basis for its bonds 
cannot entirely get away. But to indus- 
trial bonds, as a class, he gives a poor 
recommendation. They are of varying 
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degrees of badness, down to “‘an enorm- 
ous mass, recorded only locally and be- 
yond estimate in amount, -of bonds that 
are not, in view of the flimsy or insuffi- 
cient security behind them, entitled to be 
called bonds at all.” The remedy is 
simple: 

There is plenty of capital in the country. 
The extent and productivity of our soil, the 
enterprise of our business men, the sagacity of 
capital and the industry of labor are continuing 
that marvelous accumulation of resources 
which constitute the aggregate of the nation’s 
wealth. The rate of interest is low for call 
loans, except in temporary crises. The re- 
serves of the New York banks shows an am- 
ple store. But long time loans are hard to 
place at rates from one-third to one-half higher 
than they were even three or four years ago. 
The country is waterlogged with bonds. Con- 
fidence cannot be restored until the name 
“bond” has won back something of its old 
standard. And that cannot happen until issues 
are limited by moderation, conformed to the 
value of the security and confined to the mar- 
gin of safety and the form of credit for which 
the bond was originally designed. 

There has been too much spending and bor- 
rowing. The individual, the corporation, the 
municipality is no longer willing to pay as it 
goes. The future is mortgaged until the in- 
terest charge alone absorbs more current rev- 
enue than can be spared. This is the standing 
danger, the crowning abuse of credit, from 
which ‘no age has béen free. It has been the 
cause of every act of currency inflation, al- 
ways aggravating the evil. Inflation by bond 
issues in excess is just as dangerous in prac- 
tice, produces the same effects and leads to the 
same end. Correct this, and the troubles of 
the market will be relieved; since credit al- 
ways adjusts itself automatically to the public 
need when freed from artificial stimulation or 
compulsion. 

* * . 


Prospects for the Old 
Waterlogged Hulk. 


HEN Mr. Hill says that “the coun- 
try is waterlogged with bonds” he 
is, of course, merely using one of those 
picturesque exaggerations which always 
serve to get his views prominently and 
emphatically before the public. The 
“wise old owl” simply isn’t in it with the 
deep-seated shrewdness of the venerable 
Godfather of the Northwest. 
The practical question is, Are bonds 
now at the worst degree of waterlog- 
ing? Are the pumps now at last rais- 
ing the waterlogged old hulk, or is she 
sinking deeper and deeper? 
Two articles by leading authorities dis- 
cuss that question in this issue of THE 
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other opinions are as follows: 

National Bank of Commerce, Detroit: The 
financial interests of the country as related to 
the purchase and sale of stocks and bonds are 
puzzled. It has proved impossible to get a 
“bull”movement started with any sort of good 
news. The best of stocks and bonds are going 
begging at prices which are low and capital, 
generally, is as timid as a deer. It is impos- 
sible to approach it from any angle without 
giving it an added fright. 

James H. Brookmire: While we do not ex- 
pect earnings to show any marked improve- 
ment during 1914, we do expect that easier 
money conditions will make possible and prob- 
able a higher level of security prices than at 
present. 

One of the Most Prominent Investment 
Bankers: For just a year now the security 
markets have been undergoing a period of 
liquidation and adjustment. Now the process 
has reached the commercial world and, as 
predicated by the drop in securities, business 
is steadily receding. There is little doubt that 
it will continue for several months. So far 
as the security markets are concerned, we feel 
“that this process is nearly at an end. 

The next step would, naturally, be an accu- 
mulation of money and this, in turn, will make 
possible financing and flotations that have 
been impossible for a year past, and that 
should, eventually, lead to a new period of 
expansion. 

It is hard for anyone not to be influenced in 
his market opinion by what he sees in the 
business world, yet in the long run to be suc- 
cessful this influence should be inverse instead 
of direct. 


*x * 


Paish Finds “An Atmo- 
sphere of Suspended 
Animation.” 
A\ WELL-KNOWN mining man tells 
the following story: “I used to 
know a man who one day dropped into 
a test pit. He fell 50 feet and then 
clutched and hung to a girder. He held 
on as long as he could. Then he made 
his peace with Heaven, said his pray ers 
and dropped. He fell just six inches.” 
It may be that the people who are 
worrying about the terrible business de- 
pression that they think they see hang- 
ing over us like a funnel-shaped cloud 
will have a similar experience when they 
finally give up all hope and let them- 
selves drop. At any rate Sir George 
Paish, editor of the London Statist, who 
was recently here on a trip of observa- 
tion, cabled his paper as follows: 
Conditions here are fundamentally sound 
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and there is no inflation. The disposition to 
go slow has created an atmosphere of sus- 
pended animation. 

If the Mexican question is peacefully set- 
tled America is likely to maintain a high de- 
gree of prosperity. 

Good hopes are entertained of the Interstate 
Commerce Commission granting increase in 
freight rates to eastern roads. Such action 
would greatly assist the railways to raise the 
capital they will require for equipment and 
for other purposes as well as for the refund- 


ing of notes. 
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A SLIGHT DIFFERENCE OF OPINION. 
—Los Angeles Times. 


Truly Startling Develop- 
ments in the Railroad 
Rate Situation. 


CAN we believe our eyes? The In- 
terstate Commerce Commission re- 
cently granted an increase in rates be- 
tween Missouri River points! And 
more yet: The Chicago Association of 
Commerce has filed notice that it will 
not appear in opposition to an increase 
of freight rates by the Eastern roads. 
This association is one of the largest 
bodies of shippers in the country. Three 
years ago Mr. Brandeis appeared for the 
shippers to oppose any increase. He will 
appear again now, but for the commis- 
sion, not for the shippers. 
There has certainly been a consider- 
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able change of sentiment within a year 
or two. Thus Commercial West: 


The shippers of the country, it is believed, 
are as a whole now in favor of raises being 
granted that will give the roads a living 
chance. The business community generally 
must give this subject attention in its own in- 
terest. Large orders from the roads would 
immediately follow permission to raise rates, 
and these orders would stimulate every one 
in the great list of industries depending upon 
active railroad purchases for their own pros- 
perity. 

* * * 


What the Big Railroad 
Men Think About It. 


THEY don’t agree, of course. If the 

time came when everybody agreed 
on the business and financial situation, 
that certainly would be the time to take 
the other side. When people get “too 
unanimous” they are generally wrong— 
that’s one of the funny things about pop- 
ular psychology. President Ripley, of the 
Atchison, still has that sour, dark brown 
taste in his mouth : 


“We will not build any new lines or make 
any extensive improvements for the reason 
that we cannot get the morey without having 
to pay prohibitive interest. We cannot get 
money out of our earnings for improvements, 
for the legislatures won’t let us make enough 
money for that purpose. I don’t look for the 
new tariff to affect railroads to any extent, 
nor do I believe that the consumers will pay 
any less because of the tariff.” 


Julius Kruttschnitt has just taken a 
10,400-mile trip over the Southern Pa- 
cific and connecting lines. He found 
that: 


“Sentiment is good, but everywhere there is 
evidently a lack of confidence. There is not 
much new business going on. You could see 
this from the train windows. In busy times 
on the Southern Pacific and Central Pacific 
you see many trains on side tracks loaded 
with structural material and lumber. But this 
was the only time I haven’t seen solid lumber 
trains waiting to be unloaded. Lumber cars 
were conspicuous for their absence.” 

Mr. Kruttschnitt said the Southern Pacific 
was not considering any new financing. “We 
are slowly finishing up that construction we 
were committed to—that which must be fin- 
ished—and have not undertaken any new 
lines,” said he. 

“Universally the spirit of the people—that 
is, people who are using the railroads—is much 
more friendly and more co-operative than I 
have ever seen it before. I am speaking from 
my observations from New Orleans, through 
Texas, and on the Pacific Coast as well.” 
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W. C. Brown, of the New York Cen- 
tral, sees a perceptible although not seri- 
ous recession in business, which he lays 
largely to the partial failure of the corn 
crop. He adds: 


“In my opinion one of the most important 
things in its effect on the general business and 
prosperity of the country is the very moderate 
increase in freight rates that has been applied 
for by the railroads and hearings on which 
application will begin next month. I believe 
that the granting or withholding of the ap- 
proval of the commission in that case will 
have a very marked influence on the credit of 
the railroads and their ability to obtain money 
to go ahead with large improvements.” 














TRIMMING HIM DOWN. 
—Philadelphia Ledger. 


Are We Suffering from 
Political Delirium Tremens? 


ALARGE number of leading finan- 

ciers have at various times diag- 
nosed our troubles as due to unnecessary 
political agitation. It would, doubtless, 
be entirely a question of individual opin- 
ion as to what political agitation is neces- 
sary and what is unnecessary. As a rule 
a man thinks agitation to reform the line 

















of business he happens to be in is en- 
tirely unnecessary and harmful—as to 
the other fellow’s business the subject 
would be open to argument. Here is 
what two of our financial leaders have re- 
cently said on this point: 

Frank A. Vanderlip: Uncertainty of legis- 

lation is the principal cause of hesitation. 
Business conditions on the whole are good 
and rather better than in Europe, which will 
resist further importations of gold, for which 
we have no particular use. Our money mar- 
ket should continue satisfactory and about the 
same as now during the remainder of the 
year. 
E. H. Gary: Capital, always timid, has 
been seriously affected by unreasonable and 
uncalled-for agitation and attack. Confidence 
has been shaken. It is becoming almost im- 
possible to secure, on fair terms, on good se- 
curity, and at a reasonable rate of interest, 
the necessary capital to equip or liberally main- 
tain going and successful properties. The sta- 
bility of business, which is essential to its 
proper and reasonable growth and success, has 
been interfered with. 

What I have said has not been uttered with 
any feeling of despondency. On the contrary, 
there is ground for optimism. We have, per- 
haps, been more or less enveloped in clouds 
of doubt and distrust and hesitancy, but I 
think we are arriving at a better understand- 
ing. 

Apparently, the leading, most thoughtful, 
and fairest-minded statesmen of the country 
of all political parties are at present showing 
a disposition to bring about and to maintain 
industrial peace and progress. Therein lies 


reason for hope. 
* % 


“Quack Doctors” Should 
Give the Patient a Rest. 


HE following remarks are typical of 

a considerable body of public opin- 

ion and are expressed with the frankness 

and emphasis of one who fears not to 

strike straight from the shoulder. “Jas- 
per,” in Leslie’s Weekly: 

The workingmen and the business men of 
this country should unite in one strong protest 
against any further interference with business 
by the political quack doctors who are only 
too eager to create a disturbance and thus at- 
tract attention to themselves. ; 

We have had enough quack remedies, 
enough demagogism, enough fooling with our 
laws, our railroads, our industries and our 
wage earners. The tariff has been revised, 
the trusts have been busted, the railroads have 
been regulated and we are now about to regu- 
late the banks. Isn’t it time to suspend oper- 
ations in our legislative halls and to renew 
them in our factories all along the line? 

I can see no prospect of better times in Wall 
Street or anywhere else until the theorists and 
the simple-minded egotists who know it all, 
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and all the army of quacks who stand ready 
and eager to cure or kill, are driven into the 
exile which best becomes them. 





INTERPRETING THE INCOME TAX 
LAW. 
—Spokane Spokesman-Review. 


What's the Matter 
With Schwab? 


OME of the steel trade authorities 
are beginning to wonder whether 
C. M. Schwab is suffering from liver 
trouble or some other form of mully- 
grubs. We quoted last month his de- 
pressing forecast that the country was 
entering on a long period of depression, 
similar to that experienced after 1893. 
On his return from abroad he stated that 
while his business abroad had been to 
contract for ships and machinery to use 
in connection with his recently-purchased 
Chilean ore, he had returned without 
making any contracts, as he thought 
prices would be lower later. He went 
on to say: 

Business is very poor, not only here but in 
European countries also, and instead of hav- 
ing my views changed I look for still further 
recession. It is not surprising, considering 
general conditions everywhere, that steel 
prices are declining. While there is as yet no 
heavy decline in production, the scarcity of 
orders indicates that there will be a heavy 
falling off in the near future. Industrial con- 
ditions in Germany also are depressed, per- 
haps not quite as much as reported. I do not 
imagine the depression will materially affect 
the copper industry, as the depression is not 
along that line. Improvements and construc- 


tion requiring the use of copper are still going 
on. 
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The American Metal Market, how- 
ever, doesn’t seem inclined to take Mr. 
Schwab as seriously as he apparently 
takes himself: 


It is comforting to hear from this gloomy 


authority that his company, the Bethlehem 

Steel Company “is busy,” and that “so are 

also all other steel works” and “the Steel Cor- 

poration operating about 83 per cent. of its pig 

iron capacity.” The trade is asking “what is 

the matter with Schwab?” 
* * 


* 


A Bullish View of the 
Copper Situation. 


RDINARILY a business reaction is 
counted on to bring much lower 
prices for copper metal, as it is used very 
largely in new construction, which is 
naturally at a minimum during reaction- 
ary conditions. But there is doubt 
whether the same result would follow 
now, even if the present slight recession 
in business should become greater and 
more general. Supplies of metal on 
hand are abnormally low, and production 
has been interfered with by strikes in 
various parts of the world. 

Good authorities anticipate a falling 
off of 10 or 15 per cent. in American 
consumption of copper, but if an easier 
money market permits the early financing 
of various undertakings now on paper, 
even that slight decline would be quickly 
recovered, It would require a consider- 
able contraction in the volume of general 
business to lead to a material increase in 
the surplus of copper in the near future. 

As a result of the Lake Superior strike, 
Lake copper is ruling considerably higher 
than electrolytic. Says the Engineering 
& Mining Journal: 

Up to last summer the normal differential 
was about 0.25c. per pound. At present it may 
be almost anything within reasonable bounds. 
Even the price for Lake copper may go up 
while the price for electrolytic goes down. 
This results from there being a natural com- 

titive market in electrolytic copper, while in 

e there is a corner, a perfectly innocent, 
unpremeditated corner, to be sure, but never- 
theless a corner. 


* * * 


Sir Felix Reads the Palm 
of the Goddess of Finance. 


PERHAPS no opinion is more valued 
in London than that of Sir Felix 
Schuster, Governor of the Union of Lon- 
don & Smiths Banks. In a recent speech 
he made some interesting comments on 
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IT WAS NOT THUS IN THE OLDEN 


DAYS. 
—Metropolitan. 


financial conditions and prospects. In 
6% years, he said, the decline in a se- 
lected list of 400 representative securi- 
ties had been 447 millions, and the re- 
covery had as yet been only about 30 
millions. This continuous decline has 
been depressing, but he predicted that a 
reaction might soon be expected, with a 
rise as rapid as the fall had been severe. 

Otto H. Kahn, who is usually in close 
touch with foreign conditions, recently 
gave out the following carefully balanced 
opinion: 

On the general business situation I am mild- 
ly bullish, and I wish to lay emphasis on the 
adjective. There has been undoubtedly a con- 
traction in trade here and abroad and the situ- 
ation in the European capitals, while by no 
means satisfactory, is at least better than it 
was; although I am not impressed by the re- 
duction in the German bank rate, which may 
perhaps have been made for spectacular ef- 
fect. I am still inclined to trust London as 
the best guide on the world’s money market. 
The French loan, large as it is, need not dis- 
turb our market, as it is handled entirely in 
Paris, and will not affect financing here in any 
perceptible degree. 

* * 
Great Improvement 
in Germany. 
A YEAR ago financial conditions in 
Germany were worse than any- 
where else in the world. There were 
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even fears that a world crisis might start 
in a collapse at Berlin. The Reichsbank 
advanced its rate to 6 per cent. Novem- 
ber 14, 1912, and that rate remained in 
force until the recent reduction to 5% 
per cent. The rate had never before 
been maintained so high for so long a 
time, and of course it was a considerable 
burden on business borrowings as well as 
a depressing influence on investments. 

The improvement in conditions now 
which permits a reduction of the rate, 
and that too at a season of the year when 
it would ordinarily be maintained or even 
advanced, is of special interest. A dis- 
patch to the Amnnalist summarizes the rea- 
sons given by the vice-president of the 
bank for the reduction: 

In proposing to the Central Committee the 
reduction of the rate, Vice-President Von 
Glasenapp said that this course seemed war- 
ranted by the declining business activity of 
the country and the improved political situ- 
ation. He pointed to the fact that, whereas 
the returns of the bank had this year regu- 
larly shown less favorable figures than 1912 
till into September, the status has gained in 
strength so rapidly since then that it now 
stands $52,600,000 better than a year ago. 

The recovery since the end of September, 
he added, has been greater than ever before, 
having amounted to $143,000,000, as compared 
with $96,000,000 last year; and the gold stock 
has risen to 000,000, or a gain of $80,- 
000,000 over last year. He admitted that this 
gain in gold was partly due to the increased 
issues of small notes, but he found the chief 
cause for it in the favorable development of 
Germany’s foreign trade. The imports of gold 
this year to October 25 had amounted to $72,- 
600,000; and the merchandise movement in 
September showed for the first time larger 
values for exports than for imports. He 
fu¥ther illustrated the strong position of the 
Reichsbank by pointing to the fact that the 
note circulation is now covered to the extent 
of 788 per cent., as against 66.6 per cent. a 
year ago—and this notwithstanding a note cir- 
culation larger by $25,000,000 than it was then. 

The vice-president concluded by saying that 
the causes that had hitherto prevented a re- 
duction of the rate had largely disappeared. 

* * * 


The Chance of Gold 
Imports This Fall. 


BD hgeare normal conditions, we would 

have already begun to import gold 
{from abroad. The foreign situation has, 
‘however, been decidedly abnormal, ow- 
ing to the continued hoarding of gold by 
European banks, by various newer coun- 
tries, and by individuals fearing that the 
big Powets would become involved in the 


Balkan mess. As a result, any attempt 
by America to engage gold abroad has 
been followed by an immediate hardening 
of foreign discount rates, sufficient to 
prevent imports: 


Fourth National Bank, New York: The 
recent decline in sterling exchange’ here de- 
pressed the price of sight drafts on London 
to the figure at which London gold could be 
taken for the United States. There is no great 
incentive, however, for gold imports at this 
time, but a good deal of gold can be brought 
over before the close of the year should need 
for such assistance arise. 


Financial Age: Foreign exchange, thanks 
to the enormous visible trade balance in our 
favor, is at a point which admits of some 
profit on gold importations, and it would seem 
to be only a: matter of foreign convenience 
when the tide of gold will move toward these 
shores. 

For the nine months ending with September 
our excess of exports over imports was $407,- 

000, as compared with 660,000 in the 
corresponding period of last year and with 
$332,470,000 in 1911, and, thanks to the high 
price of cotton, which is ruling about 18 per 
cent. higher than a year ago, and the large 
volume of exports of foodstuffs, which began 
much earlier this year than in any recent 
year and continued a great deal heavier, there 
is every indication that the current year will 
score another high record. 

With regard to the country’s trade balance, 
however, it must be remembered that Europe 
has not been taking our securities in quantity 
this year, but, on the contrary, has been dis- 
posing of a considerable portion of her hold- 
ings here whenever a favorable opportunity 
offered. For the present at least foreign ex- 
change is greatly in our favor, and this would 
seem to demonstrate the strength of our po- 
sition abroad. 

With the assurance, therefore, that gold can 
be imported without much difficulty whenever 
the need of it arises, and the knowledge that 
wide stagnation in trade will in time set free 
an immense amount of unemployed capital, 
there would seem to be no basis for the fear 
of abnormal stringency in the domestic money 
market over the remainder of the year. 





“AW, STOP YER CRYING ABOUT HIGH 
PRICES!” 
—N, Y¥. Times. 





THE MAGAZINE OF WALL STREET. 


What Becomes of the 
World’s Gold Output. 


PAUL LEROY BEAULIEU, 
* writing in the Economiste of 
Paris, discusses the world’s reserves of 
gold in connection with the prevailing 
dearness of money, a phenomenon which 
cannot in his view be altogether explained 
by the results of the Balkan war and the 
influence of the fear of further complica- 
tions. 

Taking all the banks included in the 
survey of the Bulletin de Statistique et de 
Legislation, their coffers contain about 
a third of all the gold produced since the 
discovery of America. The significant 
fact is that the sum now held by way of 
reserve is larger than that held in Sep- 
tember, 1911, when the general position, 
as gauged by the bank rates, was better. 
In two years they have increased their 
stocks by an amount roughly equivalent 
to the world’s output of gold for a year. 

In spite of this increased hoard the big 
banks pretend not to have enough money, 
and have raised their rates to keep what 
they have. 

M. Leroy Beaulieu says: “Stress should 
be laid upon the fact that it is the young 
countries which are the great hoarders of gold 
—the United States, Argentina, Russia. They 
with Canada, Brazil, Egypt, South Africa, and 
all the other new countries are taking and 
holding so much that there is little enough left 


over for the old world.” 

It is, in his opinion, a mistake to attribute 
monetary stringency to decreased gold output, 
it is due rather to (1) a series of bad har- 
vests; (2) industrial development and its ex- 
cessive demands for raw material; (3) uni- 
versal rise in salaries and reduction of hours; 
(4) growth in luxury of all kinds. At the 
same time, while relief may be hoped for as 
regards the immediate tension, it is unlikely in 
his view that the very low discount rates at 
the close of the nineteenth century will be re- 
peated. 

7 os 


New Light on Disap- 
pearance of Gold in India. 


Asoo? deal of money has always 
been hoarded in India, owing to 
limited banking accommodations and to 
the distrust of banks by the natives. Un- 
til recently this money was in the form of 
silver, so that hoarding did not affect the 
world’s gold supplies. India is now shift- 
ing to a gold basis, and the people are 
finding out that gold is better to hoard 
than silver. 


This condition has led to a big ab- 
sorption of gold by India, regarding 
which much has been written, the more 
especially as it has come at a time when 
many other countries have been also 
anxiously scrambling for gold. 

In a recent number of the Statist, Mr. 
Sundaran Aiyar, of Madras, gives fur- 
ther interesting particulars as to where 
some of this gold is going to: 


Hoarding in India is to be traced to the 
peculiar social conditions and the laws that 
govern the people, and not merely to a bar- 
barous instinct to hoard. First, under Hindu 
law and under existing conditions it is not pos- 
sible to make any provision for the female 
members of one’s family, either for one’s wife, 
daughters, or sisters. 

The only way by which the strictness of 
the law is.at present evaded is through the 
presentation of a very large number of or- 
naments to the wife and to the daughters. 
One hundred sovereigns strung on a gold 
thread become the personal property of the 
wife, over which the son has no control, while 
100 sovereigns presented in pieces or its 
worth of immovable property will be im- 
peached as a void alienation. So that in every 
household, poor or rich, the girls of the fam- 
ily are being presented with sovereigns, and 
they store them up until a sufficient quantity 
is collected for making them into ornaments. 
The jewels cannot be sold for the husband's 
debts. When the husband dies the Hindu 
widow can neither remarry nor wear any kind 














THE SMALL INVESTOR AND THE 
INCOME TAX. 
—Philadelphia Press. 
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of ornament, and the jewels are then sold and 
invested for her use. 

Personal credit is almost unknown in India. 
Borrowing is either by mortgage on immov- 
able property, or by the pledge of jewels. 
Eighty per cent. of the population are agri- 
culturists, and the land revenue is collected 
before the harvest is over, and every agri- 
culturist to pay. his land revenue has to bor- 
row until his grain is sold. The mortgage of 
immovable property for raising a loan is 
rather cumbrous. The only way that is open 
to the agriculturist is to go secretly to the next 
village and pledge his wife’s or daughter's 
jewels to raise the necessary sum, which can 
be returned in a month. Every agriculturist, 
whenever he saves any money, invests it in 
jewels, as it often results in peace and com- 
fort at home, and satisfies the vanity of the 
ladies, and also can be relied upon as a means 
for raising money whenever he wants it. 

The Presidency banks do not finance Indian 
trade as they ought to do, and Indian banks 
started by Indians do not venture to lend large 
sums to business men. The result of this is 
that in many cases when the business fails 
the only provision which the trader is able 
to make for his family is the jewels purchased 
with his savings. 

* * 


The Banks Don’t Like the 
New Currency Bill. 


THE Principal topic of discussion 

among bankers, and indeed among 
all who are in any way interested in 
financial conditions, is now the effect of 
the new Currency Bill, which seems likely 
to pass with some modifications. The 
views of Jacob Schiff are shared, prob- 
ably, by the majority of our ablest finan- 
ciers : 

There is nothing like a financial panic or 
crisis in sight. To the contrary, money is 
likely to work into a ‘comfortable situation 
next year. But if currency reform be not 
enacted before long, we shall likely feel the 
disappointment and discouragement about this 
in an extended period of depression which 
may result politically and economically in a 
very unsatisfactory state of affairs. 


Frank A. Vanderlip explains his own 
views as follows: 


Every one who has studied this subject 
knows that we must have one central reserve 
reservoir. The regional bank scheme only dis- 
guises this under a name, but gives to a politi- 
cal board the power to make twelve banks one 
through forced loans. 

I believe we should have one bank, the stock 
of this bank should be owned by the people 
and not by the banks. The control should be 
in the hands of public officers ; the bank should 
issue the circulation, but in doing so it will 
violate the principle held by the Bryan wing 
of the party that the Government should con- 
trol the issue and supply the currency, 


A bank owned by the people fully controlled 
by long-termed government issues, can 
formed which will meet every economic prin- 
ciple and violate no part of the Democratic 
creed. The intellectual judgment of the Sen- 
ate Committee is in favor of such a plan. 
Nothing but their belief in political barriers 
will defeat it. 

The notes proposed (in the Owen-Glass 
measure) are fiat notes. They have no re- 
serve whatever provided by the Government, 
and they are to be lent without limit to a num- 
ber of banks. There is no case in all history 
where a nation has started on an issue of fiat 
money that the result has not been a complete 
breakdown of the financial system of that 
country. 


“NOW JUMP THROUGH, LIKE A GOOD 
DONKEY.” 
—Baltimore American. 


A Poll of the 
Country’s Banks. 


POLL of 2,383 national banks and 
trust companies recently taken by 
the National Surety Company shows that 
two-thirds believe that currency legisla- 
tion is wise at the present time, but they 
are opposed by varying majorities to the 
most important provisions of the bill as 
it now stands. 
However, when it came to the ques- 
tion, “If the present bill passes, will your 


.bank continue as a National Bank?” 424 


voted “Yes” and 634 “No.” This, as ex- 
plained by Mr. H. Parker Willis in the 
last issue of this magazine, would un- 
doubtedly insure the success of the 
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scheme, as enough national banks would 
remain to make it operative. 


* * * 


James B. Forgan Can’t 
Swallow the Bill. 


OME of the leading bankers of the 
country are, however, very firm in 
their opposition. One of these is James 
B. Forgan.. At the recent banquet of the 
Academy of Political Science at the Ho- 
tel Astor, the Guaranty Trust had placed 
at each plate its pamphlet “Digest of the 
Federal Reserve Act.” 

“H’m-m,” remarked Mr. Forgan, “I 
can’t even swallow the Act, much less di- 
gest it.” 

George M. Reynolds, speaking at the 
meeting of the Investment Bankers’ As- 
sociation, said: 

In the event this bill should be enacted and 
my prediction that sufficient banks to make it 
effective would enter the system should come 
true, what would happen? The penalty to the 
national banks would be the enforced liquida- 
tion of their business within one year. In the 


liquidation of a national bank one of the first 


things necessary for that bank to do is to de- 
posit with the treasurer of the United States 
lawful money to retire its circulating notes. 
You say, “Surely, some of the banks would 
enter the system.” All right, for the sake of 
argument let us say one-half would join; that 
would require a contraction in our circulating 
medium of $365,000,000, or if two-thirds would 
go in, it would still mean a contraction in our 
currency of $275,000,000. Where under the 
sun could banks go to secure that vast 
amount of money, and, failing to secure it, 
what would become of our organization of 
credit; and if that should fail, who in the 
whole country would be immune from its 
blighting effect? 
But here Mr. Reynolds is not fully 
frank; true, all this money would be 
aid in to the Government, but it would 
immediately be redeposited in one form or 
another with the Federal Reserve Banks, 
and through them would again be placed 
in circulation. For the Federal Reserve 
Banks have, as Mr. Vanderlip complains 
above, the right to issue notes when it is 
considered desirable by the Federal Re- 
serve Board. 
* * * 
Just How It Would Work 
Out in Actual Practice. 
ME: C. P. BLINN, JR., an officer of a 
well-known bank, has worked out 
in detail the exact payments necessary 


if all the national banks joined the system, 
and finds that the sum of $503,000,000 
would have to be paid in to the Federal 
Reserve Banks, and that this would 
make it necessary to contract loans or 
rediscount commercial paper to the 
amount of about $219,000,000. 

But the very object of the new system 
is to permit the rediscounting of com- 
mercial paper, and the amount redis- 
counted would presumably be in excess 
of the above figure, resulting in a mod- 
erate and gradual expansion of the cur- 
rency actually in circulation. 

After all, the real objections to the pro- 
posed system are (1) Danger of over- 
issue of currency. (2) Requirement that 
national banks furnish the capital, or else 
drop out and lose money on their bonds. 
(3) Arbitrary powers lodged in the hands 
of a Government Board. 
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ANXIOUS MOMENTS. 
Uncle Sam asks the European Powers not 
to throw shoes until he tries the “Wilson 


Diplomacy” Water. 
—Chicago Record-Herald 


Effect on Call Loans 
in Wall Street. 


ONE of the purposes of the bill is to 

bring the rate of interest on call 
loans up to about the average of time 
loans, which would slightly inconvenience 
Wall Street. But Senator Owen makes 
a point on the other side of this question 
that should not be overlooked : 














A bank when it finds itself below the 25 per 
cent. reserve requirement, promptly reinforces 
itself by calling in its demand loans. This 
will not be necessary when the Currency bill 
becomes a law, as the banks will then have re- 
course to regional banks and will be able to 
obtain relief by rediscounting commercial pa- 
per. In this way the necessity will disappear 
and the banks will be able to loan out in com- 
mercial channels or for industrial activities 
very close to their legal reserves and obtain 
the higher rates for money that are available 
for such transactions. The banks will have 
no reason to keep liquid a secondary reserve, 
as is sO necessary under current conditions. 
The new process, instead of being one of call- 
ing in loans, will be to rediscount commercial 
paper at the regional banks. 

With more stable money rates it is not im- 
probable that a greater feeling of confidence in 
American securities will prevail abroad. 
There is nothing so disconcerting and dis- 
couraging to European investors than to hear 
of 20 per cent. or higher rates of interest for 
call,money ruling in Wall Street. 


* * * 


Mr. McReynolds 
States His Creed. 


THE big corporations, which may or 

may not be called trusts according 
to your way of looking at it, have been 
eyeing Attorney-General McReynolds 
askance ever since the inauguration of 
the new administration. It is felt that 
his attitude toward “Big Business” will 
have a far-reaching influence on finance 
and business generally. He has recently 
stated his creed as follows: 

I am opposed to a strict regulation of busi- 
ness, and likewise to the ownership of business 
by the Government. Therefore I am trying to 
help bring about free working conditions or 
competition in business. I am not hostile to 
wealth, nor to men who are doing business 
openly and fairly. Neither do I enthrone 
those men who have gained great wealth by 
unjust practices. I thus state my position in 
a few words. I want to see prices natural, 
and not unnatural—to see them fixed by the 
laws of trade, and not by combinations among 
producers. 


All of which sheds but little light on 
the real question, which is, What will he 
do? not, What will he say? The Wash- 
ington correspondent of Leslie’s has this 
to report: 

There has been an ominous silence during 
the special session regarding the new admin- 
istration’s anti-trust policy. Those close to 
the throne say that it is merely a calm before 
the storm. I understand from a high source 
of information that a large part of the next 
regular session will be devoted to another 
vicious attack on the so-called “money trust.” 
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President Huerta and 
the Stock Market. 


[* is a curious and rather amusing com- 
mentary on the complicated condi- 


tions surrounding the stock market, that 


a full-blooded Indian general in the Mex- 
ican army, temporarily filling the office 
of president, can, by the passing vagaries 
of his will, seriously affect the prices of 
millions of dollars’ worth of securities in 
America and in Europe. Naturally, it 
is impossible to forecast what Huerta 
will take a notion to do, and the day-to- 
day stock traders (if, indeed, that class 
of speculators is not entirely extinct) 
have been hard put to it to make their 
guesses come right. 


The extent to which the recent Mexi- 
can election was a farce is well brought 
out by the Outlook: 


All accounts of the elections which took 
place in Mexico on Sunday of last week re- 
port indifference on the part of the electors and 
general recognition of the fact that the elec- 
tion was merely a form carried out at the 
behest of a dictator. Apathy was the prevail- 
ing attitude of the Mexican people; in some 
places it is reported that the polls were not 
even open; in Mexico City only about 15,000 
votes were cast, and at some polls no ballots 
were offered; generally, the vote was very 


























‘DIFFERENT METHODS OF GETTING 
THE SAME RESULT. 
—Denver Republican, 
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light; many accounts speak of the troops as 
voting, although soldiers may not legally vote; 
no printed ballots for Calero were in existence. 
In the meantime, says the Financial 
World, it is “impossible to lift industry 
from the condition of total paralysis 
which has seized it. The laboring classes 
find it more profitable to loot property 
than to work, the middle and consuming 
classes are impoverished, while capital, 
where it has had the opportunity, has 
slunk away to places of safety.” 
* * * 


The World Has Moved 
Since Gloomy 1893. 


AGcooP many people are comparing 
present conditions with those of 
1893. One of them, Mr. Frank Crowell, 
presents his views in our columns this 
month. But we certainly must admit 
that there are two sides to the question. 
It is a little dangerous to reason by anal- 
ogy with a period that now belongs to a 
past generation. 
The Wall Street Journal gives an in- 
teresting table of figures which show that 


our imports—per unit of population, no- 
tice—are now double those of 1894, our 
manufactured exports quadruple, our 
gross railroad earnings double, pig iron 
output more than treble, bank deposits 


nearly treble, etc. The fact is that the 
whole face of things has changed in the 
last twenty years: 
Statistics of 1913. Statistics of 1894. 
—— per —. Ament Oe Go. 
Mise. imports.$1,812,978,234 $18.57 $654,994,622 $9.32 
ex- 


Manuf'd 

ports ...... 1,187,000,460 12.16 202,804,463 3.00 
Prod. of mfrs.10,500,000,000 107.60 4,937,000,000 73.00 
Gr. R. R. earn, 3,057,163,762 31.32 1,073,361,797 15.87 


Comm’! fa il- 
261,100,000 2.67 172,992,856 2.56 


ures 
Pig-iron ou t- 

put, tons... 32,181,274 0.329 6,657,380 0.098 
Coal output, 

tons $25,000,000 5.38 152,447,791 2.25 
Farm output, 

quantity ... 5,992,000,000 61.38 3,331,500,000 49.26 
Security issues 1,740,000,000 18.32 375,000,000 5.54 
Money in cir. 3,365,855,775 34.48 1,661,307,165 24.56 
Bank deposits.16,995,000,000 174.10 4,651,115,300 68.77 

Nores—Failures and pig-iron production are esti- 
mated on the basis of eight months. Railroad carn- 





ings this year are for the year ended June 30 and 
include only roads whose yearly operating income 
exceeds $1,000,000. Money in circulation is as of 
September 6. Most of the 1913 figures are partly 
estimated, Manufactured output means only the value 
added by manufacture. Farm production is total value 
of all crops, figured in both years at average prices 
of same twenty years. 


*” * * 


Business Conditions Show 
Moderate Recessions. 


WHILE it is certainly true that many 

lines of business are still holding 
their own in comparison with recent 
months, other lines are showing consid- 
erable curtailment and dullness. The 
condition is that generally described by 
the trade reports as “spotted.” 

It will be recalled that this dullness 
first made its appearance in New Eng- 
land some little time ago; hence the well- 
balanced opinion of the First National 
Bank of Boston is of special interest in 
this connection : 


During the past month there have been 
marked evidences of a general business re- 
cession throughout the United States. A con- 
traction in business, similar to that which 
took place in New England several months 
ago, has now made itself apparent through- 
out the country. There has been a general 
shrinkage in production, consumption, and 
orders for forward business. The waning 
production of such an immediately consumed 
staple as pig iron, in connection with the 
subnormal volume of steel orders, and the 
curtailment in production of the Steel Cor- 
poration itself, are surface factors indicating 
decreasing business activity. 

In New England, however, in the past 
thirty days, conditions have a little more than 
held their own. It is true that in certain lines, 
especially those entering into building opera- 
tions, there has been a severe falling off in 
business, which has not yet been checked. 
On the other hand, shoe manufacturing, 
contrary to the expectations of those in the 
business, has held up well, and compares 
favorably with 1912. 

It may be fairly said that there is a good 
volume of business moving in New England, 
and, while in general the profits are not suff- 
ciently large at the present time, the chief 
industries—with conservative stocks on hand— 
are thoroughly prepared to meet future trade 
conditions. 











What Will the New Currency Bill Do to 
Wall Street 


By H. M. P. ECKARDT, 
Author of “‘A Rational Banking System,”’ ‘‘Bank Organization and Management,’’ Etc. 








[Mr. Eckardt, who was for 19 years connected with the Merchants Bank of Canada, 


is well known as an authoritative writer on banking questions. 


He is a frequent contribu- 


tor to a wide range of banking and financial periodicals in this country and in Europe. 
His view of our new Banking Bill is that of a thoroughly experienced and qualified out- 
side observer, unprejudiced by any personal interests—Tutr Eprror.] 


N estimating’ how the new currency 
bill will affect Wall Street it is nec- 
essary to take account of the various 

important objects or purposes which its 
framers expect it to achieve. One of 
these, as expressed by Hon. Carter Glass, 
is to break down the artificial connection 
between the banking business of the 
country and the stock speculative opera- 
tions at the monetary centers. 

One might expect that if this purpose 
is fully attained there would be a con- 
siderable diminution in the supply of 
funds available for stock market opera- 
tions ; that the volume of business trans- 
acted on the New York Stock Exchange 
would decrease; and that quotations on 
the whole would show a tendency to re- 
cede. But it should be remembered that 
reforms of this kind do not always have 
the exact effects anticipated by the re- 
formers. And it is quite possible that 
the Glass-Owen bill, if it becomes law, 
may not altogether break down the artifi- 
cial connection above referred to. 

It is well understood by bankers in 
England, France, Germany, Holland, 
Belgium and Canada that the business of 
lending at call or on time to New York 
brokers on stock market collateral is 
sound and profitable. And, of course, 
the great banking institutions of New 
York, Chicago, Boston, Philadelphia and 
other American centres appreciate the 
value and importance of this business. 

It is not at all to be expected that they 
will relinquish the accounts of the Wall 
Street houses, or that they will cvt down 
their accommodation to any great extent 
if they can avoid doing so. And if when 
the new system goes into effect the great 
banking institutions of the country can- 
not enter it without giving up or greatly 


contracting this department of their busi- 
ness, it will be so much the worse for the 
new system—its chances of success will 
be seriously impaired. 

FOREIGN CONDITIONS. 

It is worth remembering that in other 
important countries there is continuous 
close connection between the banking 
business and stock speculative operations 
at the money centres. The great banks 
in London are financing all the time a 
world-wide speculation in stocks. They 
provide the funds required for specula- 
tive purchases of American and Canadian 
rails and industrials, Argentine and 
Brazilian securities, South African, East 
Indian, Chinese, Japanese, Egyptian, and 
Continental European  securities—and 
there is no doubt that the trade of the 
United Kingdom is much benefited there- 
by. 

There is a direct connection between 
the flotation of foreign securities in Lon- 
don and the British export trade. When 
the output of new securities is extraor- 
dinarily large it is nearly always the 
case that British industrial establish- 
ments are working overtime and exports 
of British goods breaking all records. 
And when the London market can take 
no more securities, there is usually seen 
within a few months after the flotations 
cease, a falling off in industrial activity 
and in exports. 

This suggests the great importance, 
from the national point of view, of hav- 
ing ample facilities at the leading centre 
for flotation of securities. 

For strictly banking purposes the call 
loan in New York based on stocks and 
bonds has a deservedly high reputation 
all over the world. The Canadian banks 
for many years have ranked their New 
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York call loans as liquid assets of the 
best class. The call loans in New York 
are rated better than call loans in Lon- 
don for the reason that the New York 
brokerage houses as a rule are consid- 
ered stronger financially than the brokers 
in London. Then, as between New York 
and London, there is another thing which 
from the banking point of view favors 
New York, 

When the London broker takes up his 
loan at the bank he gives his uncertified 
check, and it has been the custom to 
give up the securities in exchange for 
this check. In New York the lending 
bank is not required to give up its secu- 
rities except upon tender of a check duly 
certified by the drawee bank. And if 
the drawee bank is not in good credit its 
certification might not avail to procure 
surrender of the collateral security. 

It is well known that the Canadian 
banks habitually employ from 80 to 130 
millions in call loans to New York and 
London houses. This policy brings them 
much criticism in Canada, but as a mat- 
ter of fact their policy is decidedly bene- 
ficial for the Dominion. The money in 
question must be allowed to remain at 
call at New York and London, or it must 
be carried as specie in vault in Canada. 
When carried as call loans abroad the 
banks derive a certain income or profit 
from the funds; and this has a tendency 
to cause them to lend at lower rates to 
their Canadian customers. 

Thus is reached the conclusion, which 
is passing strange to people who do not 
look beneath the surface, that the policy 
of the Canadian banks in carrying a 
goodly portion of their available reserves 
in the form of call loans in Wall Street, 
is more apt to give Canadian borrowers 
cheap discount rates than the other policy 
—of carrying the reserves entirely on 
hard cash. 

The experience of the Canadian in- 
stitutions with their Wall Street call 
loans has been uniformly satisfactory. 
Some of them in lending to the New 
York brokers for many years have not 
lost a dollar in this department of their 
business. The great European institu- 
tions which have used the Wall Street 
loan market, the big banks of the Ameri- 
can reserve cities, and the smaller in- 
terior banks have had much the same 
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experience. They have found the New 
York call loans clean and satisfactory 
business. When the loans were made 
for strictly banking purposes the losses 
have been practically mil. 

On the other hand the Canadian banks, 
the European banks, and the banks in 
New York and in various parts of the 
United States have suffered some ex- 
tremely heavy losses in connection with 
the commercial paper, domestic and 
foreign, discounted or bought by them 
in New York City. Forgeries and mis- 
representations of one kind or another 
have occasioned great losses. The bank- 
er may be deceived by foreign bills of 
lading or bills of exchange, spurious 
warehouse receipts, or false representa- 
tions as to the worth of parties whose 
names are on the paper purchased or as 
to the value of the goods constituting 
the collateral. 

Considering the satisfactory results 
which have been achieved through lend- 
ing to Wall Street at call we may be sure 
that there will be among the bankers of 
the United States a considerable num- 
ber who will continue to lend their funds 
in this manner nothwithstanding any- 
thing which the new banking bill may 
contain. 

No matter what laws are passed by 
Congress and the state legislatures, we 
may be certain that people with money 
or credit will continue to buy stocks and 
bonds with borrowed money in expecta- 
tion that the value will appreciate. When 
the credit of the applicants is good and 
when the security they offer is satisfac- 
tory, the funds will be forthcoming in 
the future as in the past. 

The foregoing remarks appear to in- 
dicate that the new currency bill will not 
work out in such manner as to deprive 
Wall Street of the funds needed for 
financing stock speculations and security 
issues. However, while Wall Street will 
doubtless have the use of such capital as 
it needs for carrying on its business, 
many experts apparently are of the opin- 
ion that the brokers will have to pay 
higher interest rates after banking re- 
form is effected. 

COMMERCIAL PAPER VS. CALL LOANS. 

Mr. H. Parker Willis, in his article 
in the MaGazINnE oF WALL Street for 
November, points out that commercial 
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paper will in the future represent a more 
formidable competitor of the call loans 
to brokers. In the past the banks and 
other lending institutions have found the 
call loans to be assets realizable at will, 
but the commercial paper discounted by 
them in many instances has had to be 
held until maturity. 

According to the theory of the pro- 
moters of the currency bill, the com- 
mercial paper held by a bank, being eli- 
gible for rediscount at the federal re- 
serve bank, will be available just as im- 
mediately as are the call loans to brokers. 
In the past the brokers’ call loans have 
been regarded as superior to commercial 
paper in the quality of immediate avail- 
ability, and as they are specifically se- 
cured by collateral, the selling value of 
which is definitely known, the losses are 
practically nothing as against heavy 
losses incurred in handling commercial 
paper. So, partly owing to their superior 
qualities, the call loans as a rule com- 
manded much lower rates of interest 
than commercial paper. 

The new currency bill endows com- 
mercial paper with the quality of imme- 
diate convertibility—its advocates con- 
sider that it will constitute an asset more 
surely available at once than the call 
loans—but it does not and cannot re- 
move the danger of losses in connection 
with purchases of commercial paper. 

So, as regards losses, commercial pa- 
per will still be inferior to the call loans 
to good brokerage houses. However, 
the difference between the two classes of 
investments would be lessened, and it is 
thought that therefore the rates of inter- 
est or discount applying respectively to 
each will be more nearly equal. What 
is expected is that rates of discount on 
commercial paper will come down and 
that rates of interest on call loans will 
rise. 

If these expectations are realized it is 
likely that the profits or income of the 
brokers will be subject to diminution, in- 
asmuch as they cannot very well increase 
the rates of interest charged by them on 
the accounts of their customers without 
driving clients away. This is an impor- 
tant consideration. When a brokerage 
house borrows at 2% per cent. and 
charges its customers 5% it would make 


$30,000 per year on $1,000,000 so dis- 


posed, There is no doubt that the mar- 
gin of profit between interest paid and 
interest received has served to keep many 
a big house strong and prosperous. The 
commissions wax and wane, but the in- 
terest profit comes in more or less steadi- 
ly throughout the year. 

Anything which serves to greatly re- 
duce this margin of profit must tend to 
weaken the brokers in general and to 
make the business less attractive. Con- 
sequently one would expect that fewer 
new firms or companies would engage in 
the brokerage business and that a num- 
ber of old-established concerns would 
liquidate and go into something else. So 
apparently there would be a tendency 
towards the concentration of the business 
in the hands of. a few large houses. 
These houses would naturally endeavor 
to reduce the cost of services rendered by 
them to their clients. 

In view of the prospective rise in the 
average rate of interest on call loans 
they would be more attractive than here- 
tofore to home and foreign lending in- 
stitutions, and the probability is that an 
ample supply of funds would be avail- 
able for speculative purchases. We have 
seen, also, that the cost of carrying spe- 
culative transactions on the above hypo- 
thesis might not be increased to the spe- 
culator, although his broker’s profits 
would be decreased. 

As the fortunes of the various railway, 
industrial and other corporations will 
rise and fall in the future as in the past, 
and as general business and monetary 
conditions will change from better to 
worse and from worse to better, the rep- 
resentative securities will fluctuate in 
value perhaps as extensively as ever. 
And the opportunities for anticipating 
these movements of prices will be availed 
of by persons of speculative turn of mind 
just as extensively as in past years. So 
on the whole there may be no diminution 
in the volume of speculation. 

EFFECT ON BUSINESS CONDITIONS. 


Hitherto in this paper the discussion 
has been confined to the possible effects 
of the new currency measure on the 
availability and cost of Wall Street loans. 
It is necessary to consider-also that Wall 
Street may be affected through the re- 
action of general business conditions on 
the price of stocks. It is as yet a moot 
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question whether the proposed reform of 
the banking system will involve contrac- 
tion or expansion of general business. 
But the evidence appears to point to a 
great expansion of credit consequent 
upon the commencement of the powerful 
new credit-manufacturing institutions. 
An expansion such as is indicated, 
usually spells great activity of industry 
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and trade. And when industry and trade 
are active, the financial and speculative 
public looks eagerly for increased profits 
and increasing dividends on the stocks 
of transportation companies, industrials, 
etc. Such a state of affairs usually con- 
duces to rising prices in Wall Street and 
a more active and general speculation in 
stocks. 








Practical Talks to Investors 


I—The Allurement of the Word Bond 








F an humble writer in a magazine or news- 
paper should say that a bond is not always 
a bond by any means and that there are 
good bonds, bad bonds, indifferent bonds and 
some things that masquerade under the name 
of bond that are not even a distant relative to 
a real bond, few would pay any attention to 
the statement. Along comes a great railroad 
man and financier on whose words people 
hang and says that there are good bonds now- 
adays but that they have to “jostle their way 
to market through a mob of tatterdemalions 
with scarcely a rag of respectability to cover 
their poverty and deceit,” and the investment 
world is set by the ears. 

Honest investment bankers, that is, morally 
honest as well as legally honest, have been try- 
ing to hammer that fact into the heads of in- 
vestors for years. It may take another gene- 
ration to do it, but the day will come when 
investors will realize that because a piece of 

een or yellow paper is printed with beauti- 
ul pictures amg engraved and bearing the 
word BOND in big letters it is not necessarily 
an investment. 

The word bond should be the synonym of 
safety and security. It oftentimes is only a 
cloak of respectability thrown about a miser- 
able apology for an investment. Some people 
who know the weight of this word with inno- 
cent investors have not been slow to get out 
“bonds” on their enterprises. It is just as 


easy to get out such an issue as it is to put 
out stock. And then it is more dignified and 
sells easier. 

Legally, of course, any security that gives 
a mortgage on certain property and on which 

a certain amount of interest is obligatory can 
as by the name of bond. Looking at it from 
an investment standpoint, however, the first 
question that comes up is whether the prop- 
erty is worth the amount of bonds, and sec- 
ondly can the company pay the interest right 
along. 

People are told that a bond pays so much 
interest—it does if the company can earn it. 
Fortunately, the great majority of bonds meet 
their interest regularly. Yet so much remains 
to be accomplished in the way of purifying the 
output of securities that strong talk is still 
nécessary. 

Bad bonds are usually so because there are 
too many of them out. Many a company has 
gone on the rocks because it had a too heavy 
load of bond interest. But then it is so much 
easier for the promoter to- sell bad bonds 
than stock, The lure of the bond is the mort- 

It is practically a fiction many times. 
Fiavi aving a mortgage is one thing and selling 
the property for the amount of a big issue 
of bonds is still another. 

No, the word bond does not mean safety 
always. It is often no more than the legal 
form of the security. 











The Art of 
Interpreting Financial Conditions 


By G. C. SELDEN 








V—Estimating Future Business Conditions 


[This article deals with the underlying, and as a general rule unrecognized, forces on 
which every man’s business success is to a large extent based. The combination of factors 
presented is, so far as I am aware, new; but the correctness of the principles explained is 
proved not only by sound logic, but also by the experience of a dozen years, as shown by 


the graphic illustration. 
conclusions are trustworthy—Tue Enprror.] 


HE special point I have endeavored 
T to bring out and emphasize in the 
last two articles is that, for the 
business man, the general level of prices 
is the simplest and most practical index 
to the probable profits that other busi- 
ness men are making; or, in other words, 
to present business conditions at any 
time. 
A correct idea of present business con- 
ditions is of some value, certainly. But 
the ability to foresee conditions a few 


months ahead would be very much more 


valuable. In fact, in more than nine 
cases out of ten, it is foresight or lack of 
it that tips the scale between success and 
failure. 

FUTURE CONDITIONS. 


Now, it is very much easier to predict 
business conditions with reasonable suc- 
cess than it is to “forecast” the stock or 
bond market. Security markets are in- 
fluenced by a wider variety of causes, 
their movements are more complicated 
and they are confused by speculative and 
technical considerations that do not ma- 
terially affect general business condi- 
tions. 

I have endeavored to begin at the 
foundation by considering two of the 
great factors of business profits—the 
quantity of goods sold, and the prices at 
which they are sold. There is a third 
factor which is nearly as important and 
that is getting the necessary capital or 
credit on which to do business. It is 
safe to say that these are the three prob- 
lems that are most likely to keep the 
active business manager awake nights. 

Taking up next this third factor, it is 
a truism to say that modern business is 
done largely on credit. Practically every 


Mr. Selden approaches the subject in the scientific spirit, and his 


business man must borrow money. The 
corporation does this by selling its bonds 
or notes, or it may increase its capital 
by selling new stock. The individual 
borrows on his note. 

So one of the important items of ex- 
pense in doing business is the interest 
payment on this borrowed money. After 
materials have been bought; rent, wages 
and transportation costs paid; and the 
finished goods have been sold and the 
profits obtained, it is still necessary to 
deduct the interest paid on bonds or 
notes before actual net profits can be 
arrived at. 

The rate of interest paid on the money 
borrowed will, therefore, have a direct 
effect on profits. If a merchant can 
place his paper readily at 4 per cent., his 
profits will be considerably larger than 
if he has to pay 6 or 7 per cent. 

This factor in profits is all the more 
effective because it often works insidi- 
ously. The average business man knows 
a good deal more about buying and sell- 
ing goods—or making them, according 
to his line—than he does about the 
money market. If the cost of his ma- 
terials or supplies rises 50 per cent., he 
knows what the effect will be on his busi- 
ness and will act accordingly. But if 
the rate he is paying on his outstanding 
commercial paper rises 50 per cent., or 
from 4 to 6 per cent., he is at a loss to 
understand fully what that means or 
what he ought to do about it. 

REASONING FROM THE PARTICULAR TO 
THE GENERAL. 


Why not apply such measure of com- 
mon sense as has been bestowed upon us, 
to the business of the country as a whole, 
in substantially the same way as a busi- 
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ness man would apply it to the opera- 
tions of his own firm? 

Let us begin this way: Rising prices, 
as a rule, mean good profits. To the 
practical man this statement requires no 
demonstrating, but we may note in pass- 
ing several of the ways in which the 
principle operates : 

(+) The merchant always has on hand 
a stock of goods, materials and sup- 
plies. If the general level of prices is 
rising, this stock on hand is growing in 
value day by day without any effort or 
cost on the part of the owner. 

(2) An interval of time, usually sev- 
eral months, elapses between the manu- 
facturer’s purchases of material and his 
sales of the finished product. If during 
that time prices have risen, his profits 
are correspondingly increased. 

(3) Rising prices stimulate activity, 
so that the number of the merchant’s or 
manufacturer’s sales is likely to increase 
at the same time that his profits on each 
sale grow larger. This further swells 


the total profits of his business. 


Of course, the reverse is equally true, 
that falling prices mean smaller profits. 

Rising interest rates, on the other 
hand, operate to decrease profits, since 
the cost of borrowed money must be de- 
ducted before the final net can be figured. 
Further, when interest rates rise it be- 
comes more difficult to borrow, even at 
the higher rate. Lenders get the habit 
of scrutinizing very carefully the secur- 
ity the business man has to offer, and 
if he wants to borrow $200,000 they are 
very apt to scale him down to $100,000. 

When high prices and high interest 
come together—as they always do at a 
certain period of the “minor cycle”—the 
business man is very often offered more 
business than he can get the money to 
handle. This means a decided setback 
to his possible profits. 

It is plain enough that the best pos- 
sible condition for the business man 
would be rising prices and falling inter- 
est rates. Both factors would then be 
working to his advantage. While if 
prices are falling and interest rates are 
rising, both are working against him. 

If both interest and prices are rising 
together, the higher prices will make up 
for the greater cost of borrowed money, 
so that the business will ride on a fairly 
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even keel. If both are falling at the 
same time, the damage done by the de- 
cline of prices is partly offset by the 
greater ease with which money may be 
borrowed. 


PRICES AND INTEREST RATES. 


In order to study the workings of the 
above principles more in detail, we con- 
struct the graphic which accompanies 
this article. The upper line shows the 
rate of interest on prime commercial 
paper at New York, month by month 
from 1902 to date, adjusted to a non- 
seasonal basis. This adjustment is im- 
portant, because there is a strong sea- 
sonal movement in the commercial paper 
rate, so that we cannot satisfactorily 
compare one month with the next until 
the seasonal deviations have been elimi- 
nated. 

The dotted line shows the average of 
the three most important European bank 
rates—English, French and German— 
also adjusted to non-seasonal basis. This 
is added to the graphic so that European 
conditions may be compared with Amer- 
ican. If a rise in money rates, for ex- 
ample, is confined to America, it is nat- 
urally less serious and far-reaching in 
its results than if it extends over the 
whole world. 

The third line gives Bradstreet’s aver- 
age of commodity prices month by 
month. In these there is no distinguish- 
able seasonal movement, so no adjust- 
ment is necessary. 

All these statistics are current and 
easily obtainable. The commercial paper 
rate and the European bank rates are 
quoted daily. The Bradstreet figures are 
made up for the first of each month and 
appear in Bradstreet’s Weekly within 
ten days. 

Now let us analyze the graphic in 
order to see how much warning the 
business man would receive from the 
movements of these important influences 
before a downward turn in business con- 
ditions, and how soon he would be able 
to see the signs of improvement after a 
period of comparative dullness. 

Our first observation is that the com- 
mercial paper rate swings, broadly 
speaking, between 4 per cent. and 6 per 
cent. (non-seasonal, we must bear in 
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mind). There were only two months 
during the entire twelve years when it 
touched 334, and only two months, dur- 
ing the panic of 1907, when it reached 
7 per cent. In the upward movement 
of 1910, however, 534 was the highest. 

Commodity prices, on the other hand, 
do not swing between any definite ex- 
tremes. Into the complicated reasons for 
their rise and fall there is no necessity 
of entering, for our present purpose. 

In 1902, a year of good business, both 
prices and interest were slowly rising— 
a satisfactory condition, as we saw 
above. But by March 1, 1903, com- 
modity prices had stopped risirfz, while 
interest rates had jumped sharply to 6%. 
Here was a definite and unmistakable 
warning, which was further emphasized 
May 1 by a considerable drop in com- 
modity prices, interest rates in the mean- 
time remaining high. 

European bank rates, however, showed 
only a slight advance, indicating that the 
coming depression in business would 
probably be confined to the United States 
and would therefore not be as severe as 
if it were the result of world-wide con- 
ditions. ’ 

This gave the business man plenty of 
time to prepare for the dullness of the 
latter part of 1903 and the early months 
of 1904. 

Bearing in mind the customary swing 
of the interest rate, we would not look 
for any marked revival of business until 
it declined to or near a 4 per cent. basis. 
This took until July, 1904. Commodity 
prices were at that date still declining, 
and we would prefer to see some signs 
of a favorable turn in that factor also 
before reaching the definite conclusion 
that a revival was ahead. 

By October, 1904, prices had turned 
sharply upward, while interest was still 
low and declined further in November. 
There was no mistaking this turn for 
the better. Both factors were now work- 
ing in favor of the business man. We 
were at the beginning of improving busi- 
ness, which might be expected to last at 
least until the interest rate approached 
6 per cent. 

For a year and a half conditions con- 
tinued satisfactory, with a simultaneous 
rise in both prices and interest. By the 
middle of 1906 interest was again around 
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6 per cent., and if prices had begun to 
decline we would have interpreted the 
situation as unsound; but instead of that 
we had a very sharp rise in prices, last- 
ing until March, 1907. 

This big advance in prices enabled the 
business man to pay the high interest 
rate and still make a good profit, so that 
prosperous conditions were maintained 
without difficulty. But with interest at 
6¥2, and with European bank rates rising 
just as sharply as the American rate, we 
are naturally suspicious of the perma- 
nency of prosperity, and by May 1, 1907, 
when commodity prices had begun to 
react, with interest still near the top 
notch at home and abroad, we have abun- 
dant warning of danger ahead. This was 
over six months before the panic. 

In July, 1908, with commercial paper 
down to 4 per cent. again, the business 
man would be warranted in heaving a 
sigh of relief, and by October prices had 
shown a decided tendency to recover. 
From then until the middle of 1909 con- 
ditions were of the best—interest low 
and prices rising steadily. 

The wave of optimism which over- 
spread the country at the close of 1909 
will be well remembered. It was chiefly 
—I use the word advisedly—due to the 
rapid advance of commodity prices, 
which gave business men liberal and 
easy profits. 

The reaction in prices early in 1910 
would cause some uneasiness, but not 
until interest rates jumped upward in 
July of that year could we say with cer- 
tainty that a business reaction was ahead. 
The combination of falling. prices and 
rising interest was sure to bring things 
to a halt. Foreign bank rates, however, 
were still low, so we were not warranted 
in expecting any very severe depression. 

Early in 1911 the commercial paper 
rate was back to a 4 per cent. basis, but 
we could not distinguish any marked 
recovery in prices until August. A turn 
for the better was then indicated and this 
was emphasized by falling interest and a 
further rise in prices in the latter half of 
that year. The signs of prosperity for 
1912 were very clear. 

By March, 1913, signs of the down- 
ward turn were again plainly evident. 
Interest rates at home and abroad were 
rising very sharply and prices were 























rapidly falling. The conservative busi- 
ness man would reduce his stocks of 
goods and proceed at “caution” until he 
saw commercial paper down near 4 per 
cent. again. 

It is important to remember that 
throughout the above analysis non-sea- 
sonal interest rates are referred to. For 
example, in June, 1913, the graphic 
shows commercial paper at nearly 634 
per cent. The actual rates for prime 
paper averaged about 57 in that month. 
The seasonal correction is essential. 
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The business man who has followed 
the above discussion will undoubtedly be 
surprised at the comparative ease and 
certainty with which the future of busi- 
ness can be predicted. But this is mere- 
ly because we have spread out on our 
diagram the basic factors on which pros- 
perity rests in such form that we can 
readily get at them ‘and analyze them 
from month to month. 

Getting the idea was not so easy, I 
may remark in passing. 

(To be continued.) 
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Our Present Position in the Twenty 


By FRANK CROWELL 
Author of “How to Forecast Business and Investment Conditions’ 


Cycle 











[Most of our articles in regard to the prospects for business deal with the “Minor 


Cycles,” which usually cover a period of only two or three years. 


In this article Mr. 


Crowell digs a little deeper into the conditions which underlie the business and invest- 
ment situation, and considers the progress of the longer cycle, which generally lasts about 


twenty years. 


One of these “Major Cycles” ended in 1873 and another in 1893. Mr. Crowell believes 
that we are now gradually approaching the end of another “Major Cycle.”—Enitor.] 


OR seven years prior to the panics 
of 1873 and 1893 (and, in my 
opinion, in the seven years ending 

with 1913), while bank clearings and 
railroad earnings, exports, etc., for most 
of the time showed a betterment, yet 
these signs were deceptive. As a result, 
practically all the financial writers have 
erred and have not looked deep enough 
into existing conditions. 

Years of extravagance have raised 
prices, and competition has lowered 
profits to a minimum, so that incomes 
have been reduced while expenses have 
increased. The people, in consequence, 
have really become poorer year by year. 

Especially have the profits of the small 
retailers been greatly reduced, for prices 
for several years have been continuaily 
increasing, so that when thé manufac- 
turer or producer raised the cost to the 
retailer, so great was the clamor among 
his customers that he stood part of this 
raise himself, thus diminishing his 
profits. 





In 1867 and 1887 we had the same 
strained financial conditions as in 1907, 
and the United States Government and 
the bankers had to come to the rescue in 
order to tide over the crisis. Speculation 
and extravagance in each case had run 
riot for years and there was not enough 
money or credit to finance current opera- 
tions. Then the reaction set in. In 1867 
and 1887 actual panic was prevented, 
but in 1907 the bankers had in their 
midst men who were using the funds of 
one bank to buy another, speculating 
with the proceeds. This had to be 
stopped or the nation would become 
hopelessly involved. In consequence the 
crisis was allowed to culminate, but as 
soon as these unsafe bankers were elim- 
inated, leading financiers showed their 
wonderful strength by ending the panic, 
a much harder operation then than if 
they had done it at the start. 

The panic of 1907 was simply a money 
panic, representing an exhaustion for the 
time of credit and money, but the masses 
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were all well off, and only the speculative 
element was in jeopardy. The panic 
simply called a halt in the furious pace 
we had been going; but it put no stop to 
extravagance, nor did it end in general 
liquidation. Afterwards, as after 1867 
and 1887, a period of financial exhaus- 
tion set in. Quietly arid steadily every- 
one’s purse is being depleted. This con- 
dition is evidenced by a relatively smaller 
increase in bank clearings and in build- 
ing operations, greater liabilities in fail- 
ures, lessened bank reserves and in- 
creased loans, and above all by slower 
collections. 

As the merchant’s outstanding ac- 
counts increase he goes to the bank to 
borrow the necessary . funds—likewise 
the individual who is hard up. The bank 
finally accumulates a lot of bad or slow 
notes and finally the calls on its funds 
become so insistent that it has to refuse 
further loans. 

The merchant has not yet realized the 
gravity of the situation. He says bank 


clearings are large, and that shows busi- 
ness; but he does not figure that a nat- 
ural increase of five per cent. annually is 


called for by the increase in population, 
and that while the volume is large, the 
profits are far less and growing steadily 
smaller. He points with pride to the in- 
crease in exports, but does not figure that 
much of this is business done on a very 
small profit basis, which would have been 
turned aside with contempt a few years 
ago when home orders were yielding 
large profits. 

The cost of conducting business is now 
decidedly greater and materially lessens 
profits. At the height of good times or- 
ders came in on the rush and many of 
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them could not be filled, whereas now 
close competition, due to enlarged pro- 
ducing facilities and other causes, has 
set in, and the business man has to hunt 
vigorously for every order he gets and 
to reduce prices to a minimum. 

Real estate operations have ceased to 
pay. Trades and exchanges are the or- 
der of the day, increasing clearings, but 
meaning nothing. It is difficult to sell 
property today anywhere in the United 
States for cash, but meanwhile taxes and 
interest go on, and these in time will 
bring about a fall in values. 

Stock prices advance from time to 
time, and speculators become hopeful, 
not realizing that the public have neither 
the means nor the disposition to buy, and 
that prices are based almost entirely on 
professional operations. 

Many observers make the mistake of 
concluding that because merchants are 
buying only from hand to mouth there 
can be no panic. For several years prior 
to 1873 and 1893 the newspapers often 
stated that merchants were buying as 
little as possible and that their shelves 
were empty. 

The commercial panic differs from the 
financial panic. The latter is preceded 
by a sudden inflation followed by a col- 
lapse, whereas in the case of the former 
the inflation has mostly occurred years 
before, and it is followed by liquidation, 
by lessening profits and increased ex- 
penses, until finally business in many 
cases is carried on at a loss, by accumu- 
lating indebtedness owing to high costs 
and extravagant living, and by a severe 
fall in stock exchange values, until finally 
the breaking point is reached. 




















The Income Tax Law 
A Synopsis of Those Sections Affecting Individuals 








AWYERS, at least, ought to ap- 
prove the new Income Tax, for it 
is likely to add materially to their 

incomes derived from advising wealthy 
clients and corporations. 

The collection of the tax is extremely 
complicated and many questions will 
arise which cannot be settled in advance. 
A number of trust companies and in- 
vestment banking houses have, however, 
issued booklets containing the text of 
the law and explanations calculated to 
help the tax payer to get his bearings. 

One of the best we have seen is pre- 
pared by the law firm of Palmer & Serles, 
New York. We reprint below that part 
of it which deals with the incomes of 
individuals : 


A. Incomes AFFECTED. 

Those of all citizens of the United States, 
residing at home or abroad, also of all per- 
sons residing in this country although not 
citizens thereof, also income from property, 
business, trade or profession in the United 
States belonging to persons residing elsewhere. 
B. Basis or Tax. 

The net income received during the calendar 

year computed by taking as gross income all 
gains, profits, salaries, wages or compensation 
for personal services, and income from pro- 
fessions, vocations, business, trade, commerce, 
dealings in property (real or personal) or 
growing out of the ownership, use, or interest 
in the same; also income from interest, rent, 
dividends, and securities, and other income 
from any source whatever (except property 
acquired by gift, bequest, devise, or descent, 
and the return to the insured of any part of 
principal invested in life insurance and pro- 
ceeds thereof paid upon death of insured) and 
deducting from such gross income the follow- 
ing: 
(1) Necessary expenses of carrying on any 
business from which the income arises, not 
including personal, living, or family expenses. 
_ (2) All interest payable within the year on 
indebtedness. 

(3) All State, County, School and Municipal 
taxes. 

(4) Losses suffered during the year in con- 
nection with the income-producing business 
and not compensated by insurance or ,other- 
wise. 

(5) Bad debts charged off during the year. 

(6) Reasonable depreciation of ‘property. 
But no deduction is allowed for payments 
made to increase the value of any property or 
estate. 





(7) All income on which the tax was paid 
at the source (see Section G hereafter). 

(8) Dividends received from corporations 
taxed on net income. 

(9) The sum of $3,000 if the individual be 
single and $4,000 if married and living with 
husband or wife. 

C. Rate or Tax. 

All net incomes found as above, not exceed- 
ing $20,000 will be taxed at one per cent. (1%) 
per annum. Such as exceed 000 are taxed 
one per cent. (1%) on the entire amount and 
in addition on the excess only, at a gradually 
increasing rate as follows: 


$20,000 to $50,000 additional rate, 


50,000 to 75,000 “ - 0 
75,000 to 100,000 . “ 3% 
100,000 to 250,000 ° “ 4% 
250,000 to 500,000 4 “ 5% 
500,000 to any sum 5 “ 6% 


D. Tax Year, Firinc Reports 

For 1913 the year begins March I and ends 
December 31, thereafter the calendar year will 
control. Reports must be filed on or before 
March 1 following. In case of illness or ab- 
sence the Collector has discretionary power 
to extend time for filing by thirty days. The 
country is divided into some sixty-three collec- 
tion districts each one headed by a Collector 
of Internal Revenue with the Commissioner 
of Internal Revenue as their superior, all in the 
Department of the Treasury. Each individual 
files his report in the office of the Collector 
of Internal Revenue in whose District he re- 
sides or has his principal place of business at 
the end of the year. 


E. Tax Bitts, PayMEent, PENALTIES. 


(1) Bills are to be issued by the Depart- 
ment before June 1 each year and may be 
paid without penalty during June. After June 
30 and ten days after notice and demand by 
the Collector five per cent. (5%) penalty is 
added, plus one per cent. (1%) for each month 
the tax remains unpaid. 

(2) For negicct or refusal to file report a 
penalty of $20 to $1,000 is provided. 

F. Persons Reguiep to Fire Reports. 

(1) Each taxable person of lawful age. 

(2) Guardian, trustees and executors for 
the beneficiary for whom they act. 

(3) All persons, firms, partnerships and cor- 
porations having the control, receipt, disposal 
or payment of a fixed or determinable periodic 
income of another person arising from any 
source (except dividends or net earnings of a 
corporation subject to this tax) exceeding 
$3,000 per annum and subject to the tax must 
render a separate report for each person so 
represented, and are required to withhold the 
normal tax thereon as described in Section G. 
following. 
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G. Payment or Tax at Source. 

(1) All peaien, firms, partnerships and cor- 
porations having the control, receipt, disposal 
or payment of a fixed or determinable periodic 
income of another person, arising from any 
source (except dividends or net earnings of a 
corporation subject to this tax) exceeding 
$3,000 per annum and subject to the tax, in 
addition to rendering a separate report for 
each person so represented, must withhold 
the normal one per cent. (1%) tax thereon 
and pay it to the proper government official, 
in penalty of becoming personally liable 
therefor. 

(2) In cases where the tax is thus paid at 
the source no arbitrary exemption (see B 9 
above) is allowed except the person taxed, 
at least thirty days before the day on which 
the report Is due, files, with the person or 


concern so paying this tax at the source, a 
written notice claiming the berefit of such 
exemption. 

(3) No tax payable at the source is re- 
oe to be withheld prior to November 1, 


(4) If an income on which the tax is thus 
payable at the source constitutes a person’s 
only income, he is not required to file a re- 
port, personally, but if he desires to secure 
the benefit of expenses, interest, taxes or other 
deductions, not appearing in his representa- 
tive’s report, he must file in his own behalf a 
separate report showing such facts. 

he following notes refer to special features 
of the Act: 


ApprqionaL Tax, SoMETIMES CALLED THE SuR- 
TAX. 


This provision applies only to the incomes 
of individuals and begins only when the report 
shows such individual is receiving more than 
$20,000 taxable net income in any year. In 
such event the additional tax rate increases in 
proportion to the increase in income until on 
sums over $500,000 an additional tax of 6% 
is paid (see Section C of Synopsis). It 
should be borne in mind that on the whole 
taxable net income the individual also pays 
his normal tax of 1%. 

For example: On taxable net income of 
$100,000 he would be taxed: 


$100,000 normal tax at 1 per cent. ..$1,000 
30,000 eyes to $50,000) at 1%.. 300 

‘ 50,000 to 75,000) at2%.. 500 
25,000 (¢ 75,000 to 100,000) at 3%.. 750 


An individual whose sole income consists of 
dividends or their equivalent is not taxed and 
need not file a report proysted such income 
does not exceed £0, , but if the income 
does exceed $20,000 he is subject to the addi- 
tional tax the same as if his income were 
from other sources than dividends, and must 
make the report. 

PAYMENT OF Tax at Source or Income. 

party acting in a representative capacity 

for the disposal, control or payment of a 
iodic income belonging to another exceeding 
$3,000 per annum derived from any source 
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except dividends or their equivalent and sub- 
ject to the tax must render a separate report 
for such other, and after November 1, 1913, 
withhold one per cent. tax thereon and pay 
same to the proper government official. This 
applies only to the normal and not to the addi- 
tional tax. 

In order to secure the benefit of the $3,000. 
to $4,000 arbitrary exemption (B. 9 of Synop- 
sis) the principal must at least thirty days be- 
fore the report is due, file with such represen- 
tative a written notice claiming the benefit of 
such exemption. 

Provided an income so taxed at the source 
constitutes the principal’s only income he is 
not bound to file a report, but in order to se- 
cure allowance for expenses, depreciation, 
losses and other deductions to which he may 
be entitled he should prepare and file a separate 
report setting forth such claims. 


PARTNERSHIPS. 


Partnerships do not report as such nor pay 
the tax, but each individual member thereof 
must report his separate share in the partner- 
ship income whether distributed or accumu- 
lated by the firm during the tax year. 


DIvIDENDs. 


Individuals whose incomes are $20,000 or 
less are exempt from tax on that part of 
such income which is derived from dividends 
paid by corporations subject to the tax. 

Individuals having incomes exceeding $20,000 
may deduct dividends so derived in computing 
their normal tax, but may not deduct such 
dividends in computing the additional tax. 

ARBITRARY EXEMPTIONS. 

Unmarried individuals are allowed an 
absolute exemption of $3, in computing 
taxable income. Married individuals living 
with husband or wife are allowed $1,000. addi- 
tional exemption, or $4,000 altogether. 


One of the most troublesome compli- 
cations in the administration of this law 
arises in connection with the collection 
of bond coupons. The corporation is- 
suing the bonds must in all cases deduct 
the 1 per cent. tax unless the coupon 1s 
accompanied by a statement from the 
bondholder to the effect that his income 
is under the $3,000 to $4,000 exemption 
limit, so that his coupons are not taxable. 

It is reported that the U. S. Steel Cor- 
poration will relieve the bondholder by 
assuming the 1 per cent. tax itself, 
which, in effect, results in shifting the 
tax to the stockholders. But most cor- 
porations will not do this, so that the 
bondholder will have to turn in a claim 
for exemption with his coupons. 

As a result the banks and trust com- 
panies are not crediting the value of cou- 
pons to depositors until the collection has 
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been made. One leading trust company 
recommends that “No coupons should be 
deposited with or forwarded to us for 
collection unless accompanied by owner- 
ship certificates duly signed. Individual 
owners of coupons should designate 
whether they do or do not claim any ex- 
emption as allowed in paragraph C of 
the Income Tax Law.” 

This company furnishes its depositors 
with a printed blank to be filled out as an 
“Ownership Certificate.” 

On a single coupon the tax might be 
only 25 cents or even 20 cents, which 
would hardly pay the bondholder for his 
time in filling out the certificate. 

On the other hand, the expense to 
banking houses, corporations having 
bond issues outstanding, employers, etc.. 
is out of all proportion to the amount of 
tax collected. The general rule con- 
templated by the law seems to be that 
every person who makes payments to 
another that would naturally be a part 
of that other person’s regular income 
must deduct and withhold the tax unless 
he has definite knowledge that such per- 
son’s income is not large enough to be 
taxable. 
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It is indeed quite possible that the 
United States Steel Corporation, with 
its various. big bond issues of both the 
controlling corporation and its sub-com- 
panies, actually saves money by assuming 
the tax itself as compared with handling 
the enormous mass of details that would 
be involved in trying to pass the tax on 
to the bond-holders. 

The effect on banking houses handling 
customers’ coupons is stated as follows 
by S. W. Strauss, a Chicago banker: 
“Income tax collection at the source is a 
failure. Our house spent over $2,100, 


- including $1,700 attorneys’ fees, to col- 


lect less than $65 in two weeks, with 
strenuous work. Chicago banks com- 
bined spent fully $25,000 to collect 
scarcely $1,000.” 

Doubtless increased familiarity with 
the working of the law will somewhat 
reduce the expenses of collection, but 
the tax collected at the source will al- 
ways be cumbersome and annoying not 
only to the tax-payer, but to all the 
sources from which his income is de- 
rived. 





can’t guess good. Get me? 


by the week. 





A Confession 


’M a financial news writer. My particular business is to write what hap- 
| pened in the stock market. But the most particular part of my particular 
business is to tell why it happened. And that’s what keeps me guessing. 
When I say it keeps me guessing, I mean it. Do you understand? 
I’ve got to explain the bulge in Reading and the break in Union and the 
weakness in this and the strength in that, and the dullness in that and this. 
Sometimes ideas come to me and sometimes they don’t. How the deuce 
do I know what did it? Confidentially, I don’t know and—get close for 
this—I’m going to whisper: Neither does anyone else. 
But when I can’t make an answer that I think will go, I take my little 
phone in hand and I call up some one else who may not be any better 
guesser than I am, but who may have a good guess on the thing that I 


Or I go out in the Street and I ask the first boob I meet what he thinks 
is doing this thing that I want to explain and I get his guess and if I think 
it will go, I polish it up some and push it through as my own cute little idea. 

What do I get for all this? A penny a line? You insult me, sir! I’m paid 























Why I Am Bullish on Bonds 








By ROGER W. BABSON, Author of “Business Barometers,’’ Etc. 


HE title of this article should 
T rather be “Why I am bullish on 
high grade, long term bonds,” 
for it is on good, long term bonds that 
I am particularly bullish at the present 
time. Many speculative and middle 
grade bonds should ultimately sell for 
higher prices, but high grade bonds 
should be the first ones to increase in 
price. 

There are many investors who do 
not realize to what extent bonds fluc- 
tuate in price. At any rate, they never 
make any attempt to take advantage of 
their fluctuations. They simply buy 
bonds when they have money to invest 
and pay little regard to the general 
price level. They do not realize that 
bond prices have a distinct relation to 
the cycles of business conditions, and 
that oftentimes a greater return could 
be obtained if the money were put in 
the bank or invested in short time 
notes at a comparatively low yield so 
that funds would be available when 
bond prices are low. 

Of course, bonds do not present 
nearly as great an opportunity for 
profit as stocks, but there is often an op- 
portunity of obtaining an average 
profit of from ten to twenty per cent. 
in addition to the interest received. A 
study of conditions is therefore of great 
value even to the investor who buys only 
bonds. If he buys with the idea of sell- 
ing again, a study of fundamental con- 
ditions is absolutely essential. 

I have before me some tables showing 
bond prices during and after the panics 
of 1884, 1893, 1903 and 1907. After the 
panic of 1884, sixteen high grade bonds 
showed an average rise of seventeen 





After the 
panic of 1893, nineteen high grade 
bonds showed an average rise of thir- 
teen and five-eighths points in about 


points in a little over a year. 


the same length of time. After the 
panic of 1903, twenty-four high grade 
bonds showed an average rise of about 
eight points, while after the panic of 
1907, thirty-five bonds showed a rise 
of over fifteen points. 

From these tables it is evident that 
there is an average fluctuation of about 
fifteen per cent. every five or six years, 
or about three per cent. for each year. 
As these bonds yield about five per 
cent. when purchased during panics, 
this makes a total yield of about eight 
per cent. Now $5,000 at eight per cent. 
compound interest becomes $115,000 in 
forty years, and $10,000 becomes 
$48,000 in only about twenty years, 
which shows how rapidly money can 
be multiplied by a study of conditons, 
even if one confines his investments to 
the highest grade bonds. 

The reasons for the fluctuation in the 
prices of bonds and the sequence of 
events of a monetary cycle may be 
briefly stated as follows: 

(1) When money is not in active 
demand, it seeks investment in bonds, 
which causes bonds to increase in price. 

(2) As business becomes more ac- 
tive, stocks begin to look attractive and 
money is invested therein, which causes 
stocks to advance. 

(3) As business and stocks become 
still more active and prices of commod- 
ities and stocks advance, the demand 
for money increases, money rates 
strengthen, and banks prefer loaning 
their money instead of investing in 
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bonds. Therefore, bonds are sold, and 
they decline in price. 

(4) Most stocks are purchased as a 
speculation rather than as an invest- 
ment, and, as they begin to show a 
good profit, they are gradually sold. 
This selling is hastened by increased 
interest rates and by the calling of 
loans in New York. This causes a de- 
cline in stocks. One can, however, af- 
ford to hold stocks longer than bonds, 
if the dividends are increased as money 
rates advance. 

(5) This decline in stocks is usually 
interrupted by a final spurt (a short pe- 
riod of very high prices), after which 
comes the final drop accompanied by 
either a panic or very low prices. This 
is sometimes preceded by and some- 
times followed by a general business 
depression, which causes a reduction in 
loans, money rates, etc. 

(6) The above condition is followed 
by that mentioned under (1), thus com- 
pleting the cycle. Money seeks rein- 
vestment again in securities, and, as 
confidence is rather shaken, and bonds 
are the safest form of investment, bonds 
naturally are the first to increase in price. 

Investors who take advantage of the 
cycles of business conditions are now 
and have been, during the past few 
months, buying high-grade, long-term 
bonds. The reason for this is that 
bonds are now unusually cheap and 
that fundamental conditions indicate 
that we are entering period (1) when 
money will not be in so active demand. 
Bonds and other fixed interest-bearing 
securities will therefore be in greater 
demand and will naturally increase in 
price. 

That bonds are now comparatively 
cheap, I submit herewith a table, 
compiled from figures prepared by 
Wesley C. Mitchell and published in 
the Journal: of Political Economy in 
1910, 1911, and 1913. This table shows 
the fluctuations in the average yield of 
ten high-grade bonds since 1890. 

From the table it will be seen 
that prices during the present year have 
been lower than at any time since the 
90’s. In some instances, prices were 
lower in the panic of 1907 than they are 
to-day, but many bonds are to-day sell- 
ing even lower than they did at that 
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time. 
therefore, 


Qn the basis of ‘price alone, 
bonds are today unusually 
cheap, and even if they decline further 
in price, they should be a good pur- 
chase now; for the loss in interest may 
in many cases more than offset any 
gain from purchasing at a lower price. 


Low High Low High 
1890.. 4.62 4.96 1902.. 3.72 3.85 
1891.. 4.73 4.93 1903.. 3.84 4.07 
1892.. 4.59 4.69 1904.. 3.85 3.99 
1893.. 4.60 5.07 1905.. 3.80 3.86 
1894.. 4.53 4.68 1906.. 3.85 4.00 
1895.. 4.35 4.64 1907.. 4.01 4.53 
1896.. 4.44 4.75 1908.. 4.02 4.27 
1897.. 4.26 4.45 1909.. 3.97 4.06 
1898.. 4.09 4.40 1910.. 4.06 4.20 
1899.. 3.89 4.03 1911.. 4.13 4.20 
1900.. 3.86 4.0] 1912.. 4.16 4.30 
1910.. 3.75 3.83 1913.. 4.27 4.68 


That we are entering a period when 
money will not be in so active demand, 
is now pretty generally recognized. To 
the student of fundamental conditions, 
it has been evident that ever since the 
first of the year business has been de- 
clining, with the result that money is 
already somewhat easier, and that quiet 
business and lower money rates may 
be expected after the first of next year. 
When money rates decline to the point 
that a greater return can be obtained 
from bonds than from loaning in the 
open market, then the banks naturally 
turn to bonds. With increased demand, 
bond prices of course will increase. 

The present situation in the invest- 
ment market is a complex one. It is 
not due to conditions in this country 
alone. It is due, to a large extent, to 
world-wide conditions. Investors _ all 
over the world lack confidence and hes- 
itate to let go of their funds. In this 
country the tariff, the poor crops, and 
the attitude of the Federal Government 
and Interstate Commerce Commission 
toward the corporations and the rail- 
roads are causing hesitation. More- 
over, the currency legislation is causing 
uneasiness among the bankers. It now 
seems quite certain that a currency bill 
in some form will be passed in the near 
future. Since it was first introduced 
many of the radical proposals have 
been greatly modified, and, although it 
is still imperfect, it is far from bad. 








114 


EFFECT OF CURRENCY BILL. 

But the principal thing to bear in 
mind in relation to the bond market is 
that the new bill will make it easier for 
the deserving merchant to obtain at any 
time necessary funds to carry on his 
business. By depositing with the Fed- 
eral Reserve Banks properly endorsed 
receivables, it will always be possible 
for him to obtain funds. The new bill 
will therefore make money more plenti- 
ful and thus lower rates of interest. 
This may not affect the local loans of 
country banks, but it should result in 
commercial paper selling on a lower 
basis, and good bonds at higher prices. 

This is an additional factor which 
makes me bullish on the bond market 
at the present time. Of course, a great 
many people are talking as if they were 
now afraid to enter the market, and, as 
many of them have been “stung” on 
the new-fangled 7 per cent. preferred 
stocks, so prevalent a year or two ago, 
I do not blame them for being wary. 
However, they should remember that 
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ood, old-fashioned bonds are much 
ifferent from these “preferred stocks.” 

At any rate, conservative banks and 
institutions cannot afford to dabble 
with new and untried securities, and 
they, when money eases, will certainly 
enter the bond market. Moreover, the 
present slowdown in business suggests 
that a great deal of idle business capital 
will temporarily be put into securities, 
presumably in bonds. There is a lim- 
ited amount of the very best seasoned 
securities, and when the buying move- 
ment once starts, high-grade bond 
prices should advance materially. 

It is true that many superficial 
judges will continue to bewail the fact 
that the days of low-yield bonds “will 
never occur again,” but they should not 
forget that prices vary in economic 
cycles. The present depression in the 
bond market will not always be with 
us, and then the very people who were 
afraid to buy bonds now will be “kick- 
ing” themselves because they let the 
bond market get away from them. 
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The New Big Mortgages. 


If all the talked of big mo es arrive 
there will be quite a procession. Great North- 
ern Railway set the fashion in 1911 by author- 
izing a big blanket mortgage providing for 
$600,000,000 of new bonds, a piece of financing, 
as Mr. Hill expressed it, “sufficient for a 
period beyond which it would be fanciful to 
provide.” Of late weeks we have heard of 
the Erie, Pennsylvania, Southern Railway, and 
others following and making preparations for 
their needs for many years to come. Denials 
have been forthcoming in the case of the Penn- 

lvania, but it seems as though something 
like this might happen in several properties. 
The fact of the matter is that some of these 
roads are coming close to the end of their 
available securities. Some of them Have old 
time mortgages still open under which they 
might issue more bonds, but unfortunatel 
they were made with a low interest rate. It 
is obvious that these roads are not going to 
sell 4 per cent. bonds nowadays at the fright- 
ful es ee In ~ new and ry y= 
mortgages the experience of years wou 
embodied in that the rate would be left open 
and could be moved upward or downward, 


according to the nature of the investment con- 
ditions existing at the time the bonds were 
offered in the market. 

Whether or not the new large mortgages 
become a reality in the near future there is 
evidence in the talk of such a movement that 
investment bankers see not'a great distance 
ahead some demand for long term bonds. 
At least that is the way the bond market is 
interpreting the situation. And the invest- 
ment dealers are hoping that the creation of 
these big mortgages will be the signal for the 
expansion in the security investment business 
all around. 


The Income Tax Puzzle. 


In the let up of business over the past two 
or three weeks the investment dealers have 
had quite enough to occupy their attention. 
A “Philadelphia lawyer” knew little more at 
the beginning what the Government required 
in the way of payment of the income tax than 
one of the common garden variety. Every- 
body was at sea on the methods of payment 
and the interpretation of the law. It started 
with the question of who would pay the tax 


on bonds that were specifically free from tax. 























As the tax is to be deducted at the source of 
payment and the mortgages on many bonds 
say the company will pay the interest without 
any deduction whatever, it seems plainly “up 
to” the company to stand the tax. And this 
is what they are doing in many instances, since 
few people are giving the companies state- 
ments of their incomes, Then again, the 
banks which cash bond coupons wondered 
what they should do before paying the coupon. 
Some coupons were the property of people 
whose income was subject to tax and others 
were owned by poor people. How could they 
tell the difference? It seemed to be “up to” 
the bond house presenting them to tell which 
of its clients were subject to tax and which 
were not. For this the client had to be de- 
pended upon. Then if the bond house dis- 
closed the name of its clients it was like giving 
away its list of names, for which it had strug- 
gled hard and paid dearly. The bond houses 
were naturally all agog over these and other 
similar questions. Everybody wise and sim- 
ple was “up in the air.” And the kinks are 
far from being straightened out yet. So many 
peculiar situations have developed that the 
whole law has been pretty generally regarded 
as good in principle but crude in operation. 
The bond houses are working overtime trying 
to tell their clients what the law means and 
how to observe it. Special clerks are as- 
signed to the work. Booklets, pamphlets and 
other things that try hard but do not alto- 
gether explain are being issued by the houses 
so that the investor does not have to be told 
personally everything about the law. And the 
end is not yet. It is a Chinese puzzle come to 
town sure. 

Does October New Financing Tell 

Anything? 

The month’s financing seems to say nothing 
more than that conditions in the financial 
world are no worse than they were in Sep- 
tember. Whether this kind of negative in- 
formation is of any value or not is debatable. 
At any rate, it is some satisfaction to know 
that no relapse occurred during that month. 
In figures the story is about like this: Some- 
thing like $92,000,000 
issued during October. 


new securities were 
To be sure, this was 
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less than half the amount put out in Septem- 
ber, but was about in normal proportion to 
the preceding month, since in that month the 
$88,000,000 Southern Pacific financing made the 
total high. Compared with the same month 
in 1912 it fell off a little that month, showing 
around $112,000,000. Compared with two 
years ago, it was much greater, the total in 
that year being $67,000 An individual 
month, however, does not always mean much. 
Over a series of months we get a somewhat 
better idea of the drift of things. The better- 
ment of things over a year ago is expressed in 
some $60,000,000 more financing over the 
three months ended October 31 last, and $160,- 
000,000 more over 1911. Of course there is 
always considerable refunding in new financ- 
ing, but on the whole the up and down swings 
in the totals of such financing is a good help 
to understand the course of events. 


The Average Is Sick Again. 

The bond market acted throughout October 
and the early part of the current month much 
like the stock market does at various times. 
Some of the prominent bonds like New York 
City issues went up and were very strong. In 
spite of this the average price of standard 
bonds declined again almost to the low point 
made some weeks ago. In June last, when the 
average went to 83.99 for twenty-five standard 
issues and the demand for bonds began to 
pick up, some authorities believed we had 
seen the turn of affairs. It seemed to be a 
bottom for bond prices. Indications were that 
from that level the rise would be steady. For 
about two months the trend justified this ob- 
servation. It moved the average price up- 
ward a point or more. Then the market fell 
into the doldrums, the stock market began to 
decline again and down came the average 
price of bonds again to the low figure of 84.89, 
almost the bargain level of June last. This is 
nearly ten points below the high point of 
1909, when the average was 94.30, and is only 
two and one-half points above the extremely 
low point of the panic in 1907, when the figure 
was 82.44. We say that the average in Oc- 
tober became sick again only to emphasize the 
fact that bonds are still on the attractive basis 
that they were four months ago. 






THE short fluctuations in the prices of securities cannot be predicted with 
any degree of success except by a very few and especially competent 
judges. The rise and fall of security prices over periods of months or years, 


however, is in obedience to certain broad conditions. 
can give good advice about these broad changes. 


tent banker 
give the in- 


The com 
He shoul 


vestor the benefit of this knowledge at the right times. The investor should 


make inquiry along this line. 





CONSULT your banker about investments as you would your physician 


or lawyer. 


By so doing you can generally get a superior service to 


that of a transient customer or one who maintains a strict silence about 


his investments. 












The Bond Buyer’s Guide 





N the following table are arranged in order of yield the principal active issues of 
bonds listed on the New York Stock Exchange, the income being figured at the 
latest available selling price for lots of 20 bonds or more. They are divided into 

groups, according to the grade and character of the bonds. 


This table will appear every other month, and will prove invaluable to bond buyers, as 
well as to brokers and to all others who are called upon to select or recommend investments. 
It is presented for purposes of comparison only, and mention of a bond issue is not to 
be construed as a recommendation. Our object is merely to show the relative yield of 
different bonds of each of the several classes. 


RAILROADS: 

(1) High Grade mortgage bonds, many of which are legal investments for New 
York State Savings Banks. 
Interest Price 

Description. Due. Period. Nov. 14. Yield. 
Chicago & Northwestern cons. 50-yr. 4s...... Je, 1952 J.—J. 82% 
Un. Pac., Ore. Short Line guar. ref. 4s...... D., 1929 J.—D. 8914 
Temes @ Pactiic ist mold Ss. ... 2.2 5.....00.- Je. 2000 J—D. 101 
Chic, Rock Is. & Pac. gen. g. 4s............ Ja., 1988 J—J. 83 
EE a ee ee ee jl, 1994 J—J. 103% 
Wisconsin Central, 50-yr. Ist gen. 4s......... ji, 1949 J.—J. 86 
Wabash Ist g. 5s.. eee Pe eee) M.—N. 102 
Ches. & Ohio, gen. g. 448 Ap GPCR yy Seapl- Mch., 1992 M.—S. 9314 
St. Louis, S. West., Ist gen. 4s. bd. ctfs...... 1989 M.—N. 85 
Mo., Kansas & Texas, Ist g. 4s E 1990 J—D. 873% 
Tisaoes Central, Ist ref. 46. ........ccccccese 1955 M.—N. 9016 
ee nk nance aches ome ; 1949 J—J. 
Baltimore & Ohio, prior 3%4s................ , 1925 J.—J. 
Southern Pac. R. R., Ist ref. 4s............. 9: oe J—J. 
l 1948 A-—Q, 
Central Pacific, Ist ref. MR cs Swi pas » 1949 F.—A. 
Atlantic Coast Line, Ist g. 4s............... ~~ Bae M.—S. 
Chic., Burl. & Quincy, gen. 4s............... Ach., 1958 
Louisville & Nashville, uni. g. 4s Ji. 1940 
Chic., Mil. & St. Paul, gen. 4%s, series C.... , 1989 
Union Pacific, let & ret. 46. .... 20... ccecees Je. 2008 
Cent. of N. J., general gold 5s.............. 8 1987 
Chic., N’ Western, general g. 3's. ee ‘ 1987 
Gt. Northern, Ist & ref. 4%s, series A....... . 1961 —J. 
Atch., Top. & S. Fe, gen. g. 4s oO. 1995 A.—O. 93 
N. Y. Central & Hud. Riv., gold 3%4s....... ; 1997 —J. % 
ee PRE Eee reer . 1997 —J. 93% 
Union Pacific, Ist R.R. & land grant g. 4s... . 1947 —J. 9454 
Chic., Mil. & St. Paul, gen. g. 4s, series A. My., 1989 —yJ. 93% 
Norfolk & Western Ry., ‘a 1996 A. ; 93% 
Northern Pacific, prior lien g. 4s. . 1997 ; 93% 
Chic. & N’Western, gen. 4s : 1987 M.—N. 96% 
Haseral Collateral trust bonds selling at prices relative to the value of the ccilhiirten 
collateral. 
Gt. Northern, C. B. & ©. coll. tr. 4.0.50... Je 1921 J.—J. 9414 4.93 
Sou, Pac. Co. gold 4s (Cent. Pac. coll) Ag., 1949 J—D. 91 4.51 
N. Y., Lake Shore, coll. g. 3%s F. 1993 F.—A. 7914 4.42 


atatatetatatatetet 
- SRSBB 








BOND BUYERS’ GUIDE. 117 


(3) Convertible bonds having no mortgage lien, whose quotations are governed 
largely by the price changes of the stock into which they are convertible. 
Ches. & Ohio, conv. 4% a 1930 F.—A. 7914 6.55 
Erie—50-yr. conv. 4s, series B Apl., 1953 A.—O. 70 5.98 
Erie—50-yr. conv. 4s, series A.............. Apl, 1953 A. ' 71% 5.83 
N. Y., New Haven & Hart., conv. deb. 6s.... Ja, 1948 J—J. 107% 5.51 
Som. FRC. SSE: COT. AG. 60 ovindd & clencie ce , 1929 M.—S. 8414 5.47 
Balt. & Ohio, 20-yr. conv. 4%4s.............. = 1933 92 
Union Pacific; 20-yr. conv. 48... ............ 1927 J—J. 90% 
Del. & Hudson, 10-yr. conv. deb. 4s.......... . 1916 . i 97% 
Pennsylvania R. R., conv. g. 3%s ’ 1915 , : 97% 
Chic., Mil. & St. Paul, conv. 4%4s o 1932 . Y 101% 
\tch., Top. & S. Fe., conv. 4s (issue of 1910) Je, 1960 J.—D. 92% 
1955 J. ; 93% 
1938 ; 102% 431 
selling on high level because of the 
good general credit of the respective companies. 
Lake Shore, deb. g. 4s = 1928 M.—S. 90 4.95 
Lake Shore, 25-yr. gold 4s My., 1931 M.—N. 8934 4.88 
(5) Semi-investment bonds, many of which are general mortgages, often classified 
as “business man’s” investménts. Income yield is reasonably definite index of relative 
worth. 
Chic.; Rock Is. & Pac. 20-yr. deb. 5s......... ji, 1932 J—J. 76% 7.31 
Chic. & Alton Ry., Ist lien 3%4s............. Ri. 1950 J—J. 53% 7.20 
i ge Fe ee ee ie 1949 F.—A. 74 6.98 
St. Louis, Ir. Mt. & S., unif. & ref. g. 4s ji. 1929 J—J 78% 6.17 
Chic. & Rock Is. & Pac., ref. g. 4s........... F,, 1930 A.—O. 76 6.04 
Chic., Gt. Western, Ist 4s * 1959 M.—S. 71% 5.78 
Erie, Ist cons. gen. lien g. 4s . 1996 J—J. 71 5.65 
Southern, devel. & gen. 4s, series A.......... Apl, 1956 A—O. 73% 5.64 
Mc., Kansas & Texas, 2d gold 4s............ ’ 1990 F.—A. 72% 5.55 
Wiles 28 @ DN seins » 1939 F.—A. 95 5.48 
West. Maryland, Ist g. 4s 1952 A—O. 77% 5.39 
Colorado & Southern, ref. & ext. 4%s...... 1935 M.—N. 91% 5.14 


Bethlehem Steel Ist & ref. 5s. gu. A........ 1942 M.—N. 81 
Rep. Iron & Steel, 10-30-yr. 5s. s. f Apl., 1940 A—O. 89", 
Illinois Steel deb. 4%4s Apl., 1940 A.—O. 83% 
Bethlehem Steel Ist ext. s. f. 5s............. Ja, 1926 J.—J. 9414 
1952 M.—N. 95% 
eG TGS ROE ld Sabo cbse ceciedssess. My., 1952 M.—N. 984 
U. S. Steel Corp. s. f. 10-60-yr. 5s. coup Apl., 1963 M.—N. 9934 
TELEGRAPH & TELEPHONE BONDS. 
ce F &y & fo ee Ja, 1929 J—J. 85 
Am. Tel. & Tel., 20-yr. conv. 4%4s........... Mch., 1933 M.—S. 94% 
N. Y. Telep. 1st & gen. s. f. 414s............ N., 1939 M.—N. 96 
MISCELLANEOUS INDUSTRIAL BONDS. 
General Motors Ist lien 6s a 1915 A.—O. 
The Texas Co., conve deb. 6s ’ 1931 
Westinghouse E. & M. s. f. 5s ae 
Vaiiee Cire, S68 BO Bic 6c onto ccsserns ‘ 1923 
U. S. Rubber, 10-yr. coll. tr. 6s.............. ¥ 1918 
Cone a, le He son os a5 cvcicacsess Apl., 1925 
Liggett & Myers Tobacco 7s.............+.- . 1944 
Am. Smelt. Sec. s. f. 6s » 1926 
Liggett & Myers Tobacco 5s Ag., 1951 
Wi SEE TE Bon 55 cnet owes cccssesscess D, . 4 
General Electric deb. 5s Mch., 1952 
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Ten Reasons Why It Is Time to Buy Bonds 


By FREDERICK LOWNHAUPT 
Author of “Investment Bonds,” Etc. 








HERE is little doubt but that senti- 
ment favorable toward purchas- 
ing bonds in large volume is 

developing. 

The bond market has not yet shown 
that a great tide of buying has set in, al- 
though there is much good advice being 
given to buy the general list of good 
bonds now. Feeling about the invest- 
ment markets is more cheerful than it 
has been for some time. It is a mooted 
question as to whether the turn for the 
better in the security markets creates 
. favorable sentiment or whether optimism 
coincident with the advancing prices is 
the result of careful study of the under- 
lying conditions. We know that a hope- 
ful sentiment and considerable cheerful- 
ness is essential to steady and permanent 
improvement since this frame of mind 
makes buyers of securities. 

There has been much advice in the 
public print of late to the effect that it 
is time to buy bonds but we believe the 
basis for this opinion has not been stated 
as clearly as it might have been. A study 
of the situation shows there are numer- 
ous reasons—perhaps more at this par- 
ticular time than occur at one time over 
long periods of months. 

The ten reasons enumerated below, we 
believe, should touch the situation at 
every point. To us they are convincing 
as to the opportuneness of the moment. 
We feel that the investor with idle funds 
not only neglects an opportunity but ac- 
tually makes a mistake in remaining out 
with prices and conditions as they are 
now. There is every reason to take up 
good securities now and many reasons 
for the purchase of semi-investment 
bonds or, as we might sav, second-grade 
securities. Our belief is based upon the 
following : 

SOME SHOULD BUY ALWAYS. 

(1) For some investors it is always 
time to buy bonds; now especially. 

In the strictest sense of the word the 
investor is one who puts his funds into 


some security with two fundamental con- 
siderations in view, namely, safety of 
principal and assuredness of income. He 
does not concern himself with the rise 
and fall of the security markets. 

There are many such people. They 
have funds constantly accruing which 
must be invested. For their require- 
ments there are always ample and varied 
offerings. There are always suitable in- 
vestments for these funds so that it is 
always time to buy. The present 1 m=: 
gives added advantages to this class of 
buyers. 


PRICES NOW VERY LOW. 


(2) Prices are very close to lowest 
point of many years. 

The course of prices of bonds of all 
kinds has been a steady downward curve 
for the past four and one-half years. In 
1907 all securities of every description 
had an abnormal drop. Bonds plunged 
far down below their intrinsic value 
from the standpoint of the stability and 
earnings of railroads and industrial com- 
panies. Late in 1907 and in the early 
part of 1908 practically all funded secur- 
ities were on the bargain counter. They 
are there now. 

Dividing bonds up into various classes 
we find that some are not quite as low in 
their average price as they were in 1907 
but are very close to it. Yet there are 
not a few individual instances where 
bonds have gone even lower than in 
1907. In general, bonds have been going 
down steadily for many months. In fact, 
since January 1 the average decline in a 
representative list of bonds has been 
about a point a month. In June the aver- 
age declined about a. point and a half 
from the May level and reached its low- 
est point in six years. Then it was pretty 
generally agreed by the best observers 
that the final turning point had been 
made. Yet the market is still very close 
to the bottom in bond prices. The last 
quick and sharp decline in June was in- 
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terpreted by many as being the turning 
point. 

Investors who were holding their 
funds waiting for lower prices may end 
by missing their opportunity. A down- 
ward movement of four years has run its 
course. Prices are so close to the bot- 
tom, if not at it, that the investor who 
waits much longer may have to pay sub- 
stantially higher prices. 

ATTRACTIVE INCOME, 


_ (3) All bonds are now yielding a high 
income, 

When bonds were high in price the 
most conservative securities yielded 
below 4:per cent. Some even less. In 
the list of municipals the yield of a great 
many was under 4 per cent. As a con- 
trast to this the bond list offers today a 
wide selection of conservative bonds 
yielding up to 5 per cent. It takes a dif- 
ference of quite a few points to repre- 
sent one per cent. in income. When 
bonds were much above their present 
prices, an income of 4 per cent. or there- 
abouts was regarded as conservative, 
while 5 per cent. was considered by many 
as representing only second-grade secur- 
ities. 

Today some of the best convertible 
bonds are selling to yield above 5 per 
cent., while high-grade mortgage bonds 
thoroughly representative of the best may 
be bought to yield well above 44 per 
cent. In the lower grades of bonds 5% 
per cent. may be had easily, while it is 
not impossible to mix a few fairly good 
bonds among a group of investments 
yielding as high as 6 per cent. Obtaining 
the high degree of safety and market- 
ability that is inherent in many of the 
high-grade mortgage bonds with an in- 
come close to 5 per cent. is an opportun- 
ity that does not occur except at long in- 
tervals. 

There is certainly every advantage in 
buying these high-grade securities yield- 
ing from three-quarters to more.than one 
per cent. over savings bank interest. 
There is no violation of fundamental in- 
vestment principles in accepting close to 
5 per cent. income on present day invest- 
ments. 

PROFIT AS WELL AS INTEREST. 

(4) Opportunity for profit in the ap- 

preciation of prices. , 
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Bonds are undoubtedly so low that they 
cannot remajn at this level for any great 
length of time. Broadly speaking, there 
is one chief factor in determining the 
level of the bond market. That is the 
condition in the money market. It affects 
in a very marked way the course of 
prices of the standard securities. And, 
of course, all other securities follow. 
They decline on a falling market in pro- 
portion to their standing as bonds. 
When the money market is stringent 
high-grade bonds are liquidated by the 
money loaning institutions. Prices ac- 
cordingly fall. When the opposite con- 
ditions prevail, institutions are buying 
such bonds, and in that way create a 
strong factor in the uplift in prices. So 
that easy money markets generally mean 
high prices for bonds. 

The money markets of the world have 
been stringent for months. Bonds have 
been declining steadily. There are indi- 
cations that there will be different con- 
ditions in the markets of the world with- 
in the next few months. When they do 
come, and they are certain to arrive 
sooner or later, it will be the signal for 
betterment in bond prices. This will 
mean considerable enhancement in the 
quotations for bonds generally. It is this 
prospective appreciation in price that 
forms a strong incentive to purchasing 
bonds at this time. If the bonds bought 
be convertibles, the appreciation may be 
large in the coming months, since the 
stock market, if moving upward, may 
carry along this class of bonds to very 
much higher figures. 


CONDITIONS SOUND. 


(5) Fundamental ccnditions are sound. 

Fundamental conditions are, in gen- 
eral, sound and healthy, notwithstanding 
some pessimism expressed in the public 
prints. Were this not the case investors 
in railroad and industrial bonds might 
hesitate with good reason. 

During the past few months the rail- 
roads have retrenched on their borrow- 
ing. programs, putting out only such se- 
curities as were absolutely necessary. 
This has had the effect of strengthening 
the margin of safety for the existing 
bonds. All the while they have been do- 
ing this, business has kept up well. In 
the face of all the political and monetary 





120 


difficulties of the past few months indus- 
trial conditions have gone backward only 
in spots. There has been a more careful 
sailing. Manufacturers have not over- 
extended themselves, hence the position 
with respect to industrial conditions is 
all the more sound therefor. 
WIDE SELECTION POSSIBLE. 

(6) Great variety of selection is now 
possible. 

One of the fundamental principles of 
sound investment is the diversification of 
securities. That can be done always, of 
course, but with less freedom some times 
than others. That is to say, at such 
times as the present the investor can 
spread his funds out over a broader field 
than, for instance, when the market level 
is much higher. He must then be con- 
tent with a much lower income if an at- 
tempt is made to include a broad variety 
in any group. It is obvious that 20 or 
30 per cent. of an investment comprising 
the highest grade bonds yielding very 
iow income rates means that the average 
rate is not very attractive. At such a 
tume the proportion of lower class higher 
yield bonds would have to be increased 


to get anything like the average return 


that is possible now. This would reduce 
the degree of safety proportionately. 

The circumstances of the present time 
are such that 60 per cent. or more of the 
very highest grade securities can be in- 
cluded in a group with only the small 
amount of 40 per cent. or less of semi- 
investment or second grade bonds nec- 
essary to bring the average income one- 
quarter to one per cent. above the level 
of other times. 

It is this point which should appeal to 
the careful investor. In other words, the 
factor of safety in a given group of 
bonds selected now can be made far high- 
er than is possible when the highest 
grade bonds are selling at high prices 
with a very low yield. When conditions 
in the bond market are thoroughly buoy- 
ant, municipals, for example, sell at an 
income basis entirely unattractive to the 
average individual investor. Many of 
them sell to yield under 4 per cent. In 
the past few months they too have de- 
clined along with the others so that a 
well-selected group could properly in- 
clude some of these premier securities, 
something which is not thought of many 
other times. 


THE MAGAZINE OF WALL 


STREET. 


BOND SAFETY WITH STOCK 

(7) Bond safety may now be obtained 
with a stock income. 

A study of the movement of prices of 
high-grade stocks—such stocks as we 
would say contained the highest degree 
of safety for that kind of security— 
shows that except in such times of low 
prices as we have now the yield of in- 
come on such stocks is below what may 
be obtained today on the better class of 
semi-investment bonds. 

The highest grade bonds, of course, 
are not yielding quite as much even now 
as stocks do even in periods of high 
prices. It is therefore among the semi- 
investment issues that we find the best 
selections, In this group of bonds, usu- 
ally classed as business men’s invest- 
ments, there is a large factor-of safety. 
Many of the bonds will never face the 
likelihood of default in interest, and the 
question of their ultimate payment is so 
far removed that they must be regarded 
as entirely safe. 

Under such conditions, for the investor 
who feels a certain degree of satisfaction 
in holding bonds rather than good stocks 
the field of thoroughly good but not quite 
highest grade bonds is the place from 
which to make the selection now. The 
industrial and public utility lists furnish 
many such issues. A few railroad bonds 
also come in that category just now. 


INCOME, 


INCREASING SAFETY. 


(8) Security issues are now more safe- 
guarded than ever before. 

Probably one of the strongest funda- 
mental reasons, as distinguished from 
market reasons, that should be consid- 
ered by investors just now is the fact 
that security issues are becoming safer 
from the fact that public sentiment is 
demanding greater integrity in these is- 
sues. This sentiment is the foundation 
for the greater supervisory efforts that 
are being made all over the country to 
hold the corporations to conservative 
ways. While thére is much to be accom- 
plished yet in the way indicated, a great 
deal has been done and is being done 
by such bodies as the Interstate Com- 
merce Commission and the numerous 
State commissions in the safeguarding ot 
the investor. 

The effect of all this is to give a better 
position to the newer capital issues and 
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to make them more worthy of considera- 
tion by the investor. Among the rail- 
roads this condition of affairs gives 
added value to the older issues. The 
property values increase steadily back of 
these older bonds, while the newer issues 
represent ‘sound property or earning 
power of undoubted capacity. 

The conservatism in railroads reaches 
into the industrials in considerable meas- 
ure. The present-day issues in the sub- 
stantial concerns are thoroughly justified 
by conditions, generally speaking. Much 
the same conservatism in issuing new 
bonds has prevailed among the indus- 
trials for some time. The bonds of many 
of the older industrial companies are 
worth fundamentally far more than they 
were a few years ago. The equities back 
of the bonds are being enlarged con- 
stantly. 

INFORMED 


PEOPLE BUYING. 


(9) Quiet buying by best informed is 
now going on. 

Following others in the purchase of 
securities at any time is not always the 


wisest course. There may be special 
reasons for this buying or there may be 
mistaken judgment. There are times, 
however, when it is the part of wisdom 
to accept the lead that may be offered 
by the shrewdest buyers or those in the 
best position to judge of the market for 
the time being and for the future. 

In the bond market the turn for the 
better is usually presaged by some very 
careful buying by those in the best posi- 
tion to judge, that is the savings banks. 
They, of course, go into the market for 
the highest grade of investments more or 
less all the time. There are occasions 
when they take a special interest in the 
security markets and begin absorbing the 
bonds suited to their purposes in some- 
what larger quantities than at other 
times. A large part of savings bank in- 
vestments consists of real estate mort- 
gages which yield higher on the average 
than the bonds under ordinary conditions. 
It is therefore an evidence of especially 
opportune conditions when the banks 
take bonds to any extent. 

Over the past few weeks there have 
been evidences of some quiet and steady 
buying of the better bonds by savings 
banks. The low prices of bonds gives 
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the savings banks and other buyers of 
high-grade bonds an opportunity to’ get 
an income practically equivalent to that 
obtainable on real estate mortgages with 
the added advantage of marketability at 
any time. The prospective advance in 
market prices for bonds offers the sav- 
ings banks an opportunity to buy 
bonds now, sell when they are higher, 
and at the same time get practically mort- 
gage income. When bonds have reached 
high prices the savings banks will un- 
doubtedly liquidate substantial amounts 
of these bonds, turn their funds into real 
estate mortgages and await another time 
of low prices in bonds. 

A MARKET TURNING POINT. 

(10) The psychological turning point 
has come. 

Low prices and high income are two 
factors that contribute to the initiation of 
a new and better market generally. Yet 
they are not alone and cannot be of their 
fullest influence without the proper 
amount of cheerful sentiment existing. 
This is the psychological’ element that 
goes to make up the market. When peo- 
ple come to the proper frame of mind 
with respect to conditions such as exist 
now, the beginnings of a new and higher 
market are in sight. 

This turn of the trend in security 
prices seenis to have begun. There is de- 
veloping among investors a quiet but 
steady and gradual belief that it is time 
to buy bonds. When this idea permeates 
the entire body of investors throughout 
the country there will be a strong tide 
created that will carry securities along in 
price and create active market conditions. 

It has been so many times in the past. 
It was so in the letter part of 1908 and 
early in 1909 when the bond market 
moved along strongly. As so many peo- 
ple are coming to the conclusion that the 
prices of bonds have touched bottom and 
that they cannot hope to get any higher 
interest return for a long time, that in- 
dications are for a thorough reversal in 
the trend. This change in trend is still 
in its early stages, and of course it is not 
impossible that bonds may sell still a 
little lower before the upward movement 
comes; but investors who make a good 
selection now may be sure that they are 
buying at a low level. 
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INVESTMENT: The placing of capital in a more or less permanent way, mainly for the income to be derived therefrom 


How to Select Safe Mining Stocks 


‘Pynctiene Points for the Small Investor 
By ARTHUR PRILL 
First Article. 


[Mr. Prill, as U. S. Deputy Mineral Surveyor, has surveyed thousands of mining claims, 
edited camp newspapers, incorporated and reorganized mining companies and sold stock in 
them, and has been customer's man and correspondent for one of the largest curb brokers 
in New York. He knows the How, the What, the Why and the Wherefore of the mining 
business from A to Z.—THE Eprror. } 
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HEN James D. Hague bought the 
North Star mine at Grass Val- 
ley, the ink on the transfer 

deeds was hardly dry and he had sunk 

a hundred thousand dollars in that hole 

in the ground. Almost the same amount 

was poured into the shafts for each of 
the succeeding six years; then the drills 
ran into a dark-colored ore; it did not 
look particularly rich, yet when the super- 
intendent had taken one glance at the 
assayer’s report, he put “specimen 
bosses” on duty underground just to pre- 
vent the boys at the breast from starting 
a private collection. The ore was care- 
fully sewn in sacks before it reached 
the light of day and North Star has 
been paying a million dollars a year 
every year since that October after- 
noun in 1902 when I helped carry the first 
rich amalgam up the hill from the old 

mill to the assay office. 

Mining pays, but note: Hague, who is 
but one example of most men who suc- 
ceed in the mining business, possessed : 

(1) Knowledge of the district he pro- 
posed to work, and under expert guid- 
ance he had formed a definite plan for 
the d ent of his property. 

(2) Patience ; he realized when he be- 

gan that there was a long pull before him 

and he never lost courage in those long 


first years of delay «nd disappointment. 

(3) Capital, to back his knowledge and 
grit; every time his superintendent called 
for more machinery or an increased pay- 
roll, the Hague checkbook was open. 

In proportion to his funds every in- 
vestor in mining stocks must follow the 
methods of the successful operator. 

If you only want to gamble, don’t read 
this or any other financial article; put 
up your money and wait for the coin to 
fall. By the way, when I-was a kid with 
a live interest in pennies and nickels, | 
could make them come heads or tails 
at will. 

Theoretically you can walk into a 
crooked gambling joint and put a dollar 
on the “Double-O” just as the marble 
rolls into the green; have you ever done 
it? You might have bought Mohawk at 
48 cents and sold out at $20 a share, or 
you might have caught Kerr Lake at $1 
and unloaded at $11—but did you do it? 
You probably bought Greenwater Cop- 
per or Peerless Porcupine and made a 
Christmas present of them to the cook. 

* * * 
THE fundamental requisite of success 
with mining stocks is an under- 
standing of the elements of mining. The 
second step is. the formation of a plan 
of campaign based upon the amount of 
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money at your disposal; then there is 
only one thing left to do, stick to it till 
you win; the profits will be big. 

Curb market opportunities are usually 
offered by gold, silver and copper mines. 
A man living in Missouri might special- 
ize in zinc and individuals in Bakersfield 
may grow enthusastic over oil, but the 
majority of people who want to buy 
rather than float mining stocks will find 
it advantageous to learn everything pos- 
sible about gold, silver and copper de- 
posits, never bothering their heads about 
the rest. What the average investor 
needs to know is no harder to learn than 
the Giants’ batting average, and the in- 
terest of following your own money 
through quartz vein and crusher to the 
U. S. Assay Office is not only as excit- 
ing as a ball game, but will eventually 
place you in position to order box seats 
for the world’s series. 

A preliminary idea to get out of your 
head is that “mining is a gamble.” The 
Guggenheims do not gamble, the Phelps- 
Dodge people don’t gamble, neither does 
John Hays Hammond. They may make 
occasional mistakes, but so does every 
other business man or merchant. The 
party who can tell you exactly which 
stock is going to go up and when will 
probably, just before saying good-bye, 
ask you to lend him two dollars. People 
who make money in mines are thost who 
judge future developments correctly one 
time out of three. N. B.—I said judge, 
not guess. They find out all available 
facts and reason to probable conclusions. 
One good investment in this business 
makes up for half a dozen miscalcula- 
tions and leaves a surplus of luxury. 

Also forget the familiar squeal of the 
bad loser: “Mining is a swindle.” If you 
haven’t got brains enough to tell the or- 
dinary swindler from a business man 
you had better stick to your salaried job 
and put your savings into the postal bank 
at 2 per cent.; you’d go hungry if you 
went into the grocery business. 

There are crooks among mining men 
as among insurance men, in politics and 
in every other pool that harbors suckers, 
vet there are probably a hundred bankers 
in jail to every mining engineer. Note 
again, that word is engineer, not pro- 
moter. You've simply got to learn to 
distinguish the fraud when he walks up 
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to you; you can do it, and that will 
narrow your possibility of loss by about 
80 per cent. 

In other words, out of a hundred min- 
ing stocks offered you, you will imme- 
diately say of eighty, “Those look dan- 
gerous; there might be a good chance 
or two among them, but I can’t afford 
to risk it. Here are twenty left, maybe 
I'll find what I want in this lot.” 

When a man on a peddler’s wagon of- 
fers a dozen rosy apples for a nickel in 
the happy Christmas time, what do you 
do? You turn your back and say : “Frost- 
bitten.” When a green piece of paper, 
marked “Par Value One Dollar,” is of- 
fered you for two cents, use your brains; 
Ely Central found a roaring market in 
Broad Street, but very few of those 
shares landed in Nevada. 

* * * 


[F you examine all the prospectuses 
ever written you find that minerals 
occur in only four ways: 

(1) At or near the surface of the 
ground or river bed. 

(2) In veins which run to depth; 
pockets and other forms of irregularly 
filled fissures may be included under this 
heading. 

(3) In beds, i. e., large regular and 
more or less horizontal masses, their 
mineral contents usually of low grade. 

(4) In lost or hidden treasure chests. 

The first class mentioned is of little 
interest to the investor in town. Ob- 
viously, the mineral being easily attain- 
able, the miner needs no help to pick it 
up. Prospectors have as little love for 
promoters as investors have for advertis- 
ing patent-attorneys, and men who find 
gold or silver within reach of pick and 
shovel hardly dare let the county recorder 
know about the discovery: they might 
die before they can pick up what’s lying 
around loose. 

However, when I rode up Barber 
Cafion near Winnemucca, Nev., and saw 
rough fifty-foot shafts twenty feet apart 
for a mile up and down the cafion, I knew 
that some one years ago had found pay 
dirt there without bothering to put in 
electric hoists. I didn’t get rich on the 
side of the cafion I selected to drill for 
the mother ledge from which the gold of 
the old-timers must have come, but a 
mile away Ed Chafey caught it, and be- 
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gan experiments on the cost of special 
trains ballasted with champagne cases, 
while I went back to town looking for a 
job to carry me over the winter. 

That item of history may show how 
near you may be to the ground floor of 
a mining chance, how honest your inten- 
tions may be (for I didn’t try to drill that 
blue: Nevada quartzite for my health) 
and yet you may fail to come out with a 
profit. We will see later how to ‘allow 
for such chances. 

The second class of ore deposits men- 
tioned above, the veins, offer splendid 
opportunities for both miner and in- 
vestor. If you will go only as far as 
the nearest park you will see rocks stick- 
ing out of the ordinary flat earth’s sur- 
face here and there; if you get anywhere 
away from graded streets you will be 
struck by the fact that most hills rise 
abruptly on one side while the other 
slopes gently back to the level. 

In the first case a “dike” broke through 
the surface; in the second, a part of the 
surface, together with the layers of earth 
just beneath, was lifted almost straight 
up and stuck there. Both occurrences 
broke up the ground a bit for many 
yards around—you can’t put your finger 
through a good pie without cracking the 
crust in all directions. Those cracks or 
fissures in the ground were later filled 
in many instances with percolating wa- 
ters and gases which escaped but left de- 
posits of gold and silver or other metals 
behind. If your soup is a bit greasy you 
can pour most of it out of the plate, but 
some of the grease will stick. 

No one can say how much mineral any 
particular vein contains until he digs it 
out. Some districts, as those of Johan- 
nesburg in South Africa, are cut by a 
series of regularly inclined and very deep 
veins and all are very much alike in that 
particular district, but in America noth- 
ing of the sort is known; so when a 
prospectus announces that at a given 
depth ore of a definite value will be 
reached “certain,” throw the glittering 
promise into the waste paper basket and 
pick up a magazine story; the latter may 
not be so interesting, but it will be more 
true to life. 

One of my cherished treasures is a 
printed report by the president of a West- 
ern copper company to his stockholders ; 
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it includes the information that he has 
found a very capable consulting engineer. 
The latter, according to the report, had 
eight months before predicted that at 
four hundred feet the company’s north- 
ern shaft would cut an ore-bearing strata 
and that the shaft at the opposite end of 
the property would at six hundred feet 
in depth run into a body of copper aver- 
aging at least 5 per cent. 

Now I have a confession to make: 
I could not fortell those facts because 
| could not know them. The gentleman 
had insisted on some expression of opin- 
ion, with the implied hint that if I did 
not know I had no right to my pay 
check. So, being well acquainted with 
that district, 1 made the best guess I 
could, telling him it was a mere estimate, 
although he used it to sell stock on; and 
when the facts fell into line with the 
guess my merit was inconspicuous be- 
siue my secret shame over the unearned 
felicitations. 


ok 

HERE again is a source of frequent 

error in mine management. An 
excellent banker or wholesaler in coffee 
comes out to a mining camp and, be- 
cause he furnishes or controls the capital, 
he insists on “running” the mine in 
which he and his friends are interested. 
In about three evenings he gets tired of 
roulette wheels and faro banks, they don’t 
seem to pay; there’s no theater within 
three hundred miles, the beans and po- 
tatoes are getting monotonous and he 
feels that his wife wasn’t such a bad 
girl after all. About this time he insists 
on getting action at the mine. He for- 
gets that it took him fifteen years to 
build up his bank or store and sometimes 
not merely asks the engineer for definite 
information as to how the proposition 
is going to turn out, but may want to see 
something “going up.” 

The practical man in charge may 
know his business and have a strong de- 
sire to deal honestly by the company, 
but he begins to fear for his job. He 
knows that the capitalist dines or rides 
every day with some other man who 
says, “Why, all you’ve got to do is to 
put up a mill and crush rock. You can't 
expect to earn dividends till you use 
amalgam.” 

Up at Keswick, in Shasta County, 


7k ok 

















BUYING 





Cal., rusts a hundred thousand dollars’ 
worth of machinery beside the Iron 
Mountain mine. The first owners of 
that property were in a big hurry; some 
gold had been found near the surface and 
a beautiful mill for the extraction of the 
gold was built. A hundred and fifty feet 


lower down the gold practically disap- 
peared, 


Iron Mountain has proved since 
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then to be one of the greatest copper 
deposits in the country and millions have 
been taken out of that hill, but the gold 
reduction plant was a dead loss and some 
of the early stockholders were left out 
in the cold. 

The deduction is simple: do not buy 
stock in a mining company which is not 
actuaily managed by mining men. 








Buying Dividend Paying Railroad Stocks 


By OLIVER CARROLL 





AST month we gave some considera- 
tion to the buying of non-dividend- 
paying railroad stocks. Buying 

these low-priced railroad stocks means 
that practically one consideration gov- 
erns. And that is the fact of the wide 
market movements which are depended 
on to carry along with them these stocks 
on which there is little chance of a divi- 
dend being paid for a long time in the fu- 
ture. Only a limited number of people, 
however, are willing to put their money 
into such securities. 

It is to the people that are not alto- 
gether satisfied to sit by and wait for a 
long market movement to give them their 
profit that the present article is addressed. 
They are far more numerous than the 
former class. There are perhaps a dozen 
people who can be persuaded to buy a 
dividend paying stock of substantial 
worth selling for eighty, ninety or more 
dollars per share, to one person that will 
take up something quoted around twenty 
with no prospects. of dividends for many 
years. 

The people that buy these higher class 
dividend paying securities want some in- 
come so that the element of market in- 
crement through advancing prices cuts 
less of a figure in their campaign. Many 
of this class never even consider the ques- 
tion of time in placing their funds. The 
time of purchase, let it be said, however, 
is one of the largest elements in scien- 
tific investing. Many a person could well 





afford to wait months, keeping his money 
employed in a low interest bank balance, 
rather than make some of the bad moves 
of which we all hear from time to time. 
The ultimate profit from such a course 
would be much greater than buying at 
“any old time” and the nerve strain from 
seeing stocks go down in a long market 
decline would be absent or greatly miti- 
gated. ' 

With this idea in view, let us look over 
the list, noting what is the situation with 
respect to movement of prices, changes 
in the income bases which stocks show 
from time to time and how the different 
dividend paying railroad stocks stand 
now as compared with times of higher 
prices. An analysis of a group of twenty- 
three principal issues on the New York 
Stock Exchange reveals some interesting 
facts and gives something of a clue to 
what may be expected by those who are 
buying this class of security now. 

In the first >.ace it should be under- 
stood that, because a railroad stock is 
paying a handsome dividend rate or even 
has done so for a long time, there is no 
certainty that such a condition of af- 
fairs will continue. If we were to grade 
the list in several ways this would be one. 
There are those which we can consider 
90 per cent—sure of paying their dividend 
for a long time, but they are few. They 
go down the scale of certainty to, say, 
40 per cent. For example, New Haven 


stock once sold around 250 and paid 8 
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per cent. dividends for something like a 
quarter of a century. New Englanders 
have many visions of dividends and good 
dollars of principal departed not only in 
New Haven, but also in Boston & Maine, 
another road that was supposed to be 
able to keep up its dividend payments 
indefinitely. 

It was even talked about a year ago 
that the Chicago & Northwestern might 
cut its dividend of 7 per cent., which it 
had been paying for something like 
twelve years. If other roads whose mar- 
gins for dividends were relatively no 
greater than Northwestern had come into 
the gossip, a few more names might eas- 
ily have been mentioned. 

So for these reasons another classifi- 
cation of the list below would place a few 
as investment shares, others as high 
grade speculations, and others again as 
plain speculations. 

For study of the list we place the 
stocks under their respective groups ac- 
cording to the present rate of dividend 
being paid, as follows: 


STOCKS CLASSIFIED BY DIVIDENDS. 


4 Per CEenr. 
Yield 
Price Per 
Nov. 3. Cent. 


Chesapeake & Ohio 56% 7.1 
Kansas City Southern Pfd..... : 
Miss., Kan. & Texas Pfd . 
St. Louis Southwest Pfd 
N. Y., N. H. & Hartford 


5 Per Cent. 


Chicago, Mil. & St. Paul 
Illinois Central 

New York Central 
Southern Ry. Pfd 


Baltimore & Ohio 
Southern Pacific 
Norfolk & Western 
Pennsylvania 


Atlantic Coast Line 
Chicago & N 

Great Northern Pfd 
Louisville & Nashville 
Northern Pacific 
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The first thing that appears very evi- 
dent is that a great variation of income 
is to be had by buying into any one 
group. This immediately shows that the 
special conditions affecting the various 
lines count for more than the dividends. 
Market comparisons are often made of 
one stock or another selling at a certain 
price, while another stock paying the 
same amount of dividend is selling at so 
much more or less than it. Without giv- 
ing the matter serious consideration this 
would seem peculiar. Yet a study of the 
position of the roads with respect to 
traffic or financial position will generally 
reveal reasons for the discrepancy in mar- 
ket quotations. 

This is not to imply that no anomalies 
exist in the list. As illustrating the point, 
it might be asked why Illinois Central, 
which only recently reduced its dividend 
and will have quite a pull to get out of 
its rut, should be quoted at a price to 
yield but 4.7 per cent. while the stock of 
any one of a half dozen roads like Atchi- 
son, Great Northern, Louisville & Nash- 
ville and others whose dividends are 
secure should be selling far more cheaply. 
Or again, why should New Haven be 
selling at a 5 per cent. income yield while 
Pennsylvania yields 5% per cent. or 
more? 

On fundamental considerations there 
would be some very marked changes in 
the orders of rank of these stocks. The 
market classification of them should be 
very different based upon the funda- 
mental factors of value. The incongruity 
of the situation is emphasized by placing 
them in order of income yield where you 
would save Illinois Central and New 
Haven the second and third, respectively, 
and far ahead of the best roads in the 
country. The only explanation that ac- 
counts for these anomalies is that market 
conditions, character of control and hold- 
ings of some of the roads are of some 
consequence in determining the position 
the stocks occupy in the list. 

The investor, therefore, that would 
take up some of these stocks now that 
they are relatively cheap should be guided 
by all these considerations and not by 
any one in particular. There is, it is un- 
necessary to say, no way of dispensing 
with the factor of individual judgment. 

Some further facts that grow out of 
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the analysis of this group of the leading 
twenty-three dividend payers on the list 
are clearly shown by the tabulations of 
average income on the various groups at 
prices recently prevailing, as compared 
with the rate on prices of last October 
when the market was at the top for rail- 
road securities : 


AVERAGE INCOME ON GROUPS OF 
STOCKS. 
At Prices At Prices 


Nov. 3, 1913. Oct., 1912. Points 
Per Cent. Per Cent. Change. 


5.7 1.40 

4.5 95 

t 1.07 

49 94 

4.9 1.06 
It will be noticed that the difference in 
income change, comparing group with 
group, is small. This leads to the con- 
clusion that when considering income 
alone it makes only small difference into 
which group one purchases. The change 


in income over a period of months is 
close to one per cent. in all the groups. 


The market seems to average the income 
down about evenly all through the list. 
But when it comes to change in prices 
here is another interesting and very dif- 
ferent story. Note the progressive 
changes, beginning with the 4 per cent. 
group up to the 10 per cent. group: 


*This does not include St. Louis Southwestern pfd. 
as shown in the first tabulation nor New York, New 
Haven & Hartford, since in both cases there has been 
a reduction of the dividend since last October. 
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AVERAGE PRICE OF GROUPS. 


Nov.3, October, Points 
1913. 1912. Change. 
14 


In the tabulation of income changes 
the 4 per cent., 6 per cent. and 10 per 
cent. group all changed somewhat over 
one per cent. in the decline since last 
October. In the matter of prices the 10 
per cent. group averaged a change of 31 
points, while the 4 per cent. group varied 
only 14 points. In other words, the fig- 
ures show plainly that the rate of divi- 
dend does not save the stock from a 
violent change and that the higher it 
stands in quotation, no matter what the 
dividend is, the more severe will be its 
fall. 

The investment principle that grows 
out of these facts is that the 4 per cent. 
stock is generally a. better security to 
hold if the market starts on a decline than 
the higher rate stock. But the opposite 
of this is true when the market is going 
upward. Inasmuch as the buyer of divi- 
dend paying stocks, however, does not 
always attempt to follow the movements 
of the market, it would be better in the 
long run if he held continuously to the 
4 per cent. dividend payers, since their 
declines are fewer points and therefore 
less distressing or dangerous. ‘oe 


*Does not include St. Louis So’western pfd. nor 
New Haven st 











Which Kind of Stock Is Best? 


II—The Steel Stocks 
By RICHARD D. WYCKOFF 








HE three greatest industries in 
America are represented by the 
farm, the railroad and the steel 

works. 

The value of farm products per annum 
is nine billion dollars; our railroads earn 
three billion dollars, and our steel works 
turn out well over one billion dollars’ 
worth. 

‘In 1892 the production of steel in this 
country was five million tons. In ten 
years it tripled to fifteen million tons. 
n twenty years it multiplied six times, 
the production for 1912 being over thirty- 
one million tons. ; 

The formation of the United States 
Steel Corporation in 1901 consolidated 
two-thirds of the American production 


under one head, eliminating the violent 
price fluctuations and trade wars which 


had been of frequent occurrence. Al- 
though the Steel Corporation has since 
doubled its output, its competitors have 
increased more rapidly, both in number 
and size, so that its proportion is now 
only about one-half of the total Amer- 
ican production. 

Profits, in the meantime, have been 
lowered from sixteen dollars to around 
ten dollars per ton, which means a larger 
net to the company which is turning out 
double the amount of steel; one times 
sixteen being only sixteen, but two times 
ten totaling twenty. 

This is the answer to the problem of 
the steel manufacturer today. He knows 
that the per ton profits of the early 
nineties will probably never return, but 
he also knows that by increasing his out- 
put he can reduce costs, sell at lower 
prices and make more money. 

Competition, which grew so rapidly 
under high prices, is not so likely to 
flourish under the present tariff, it being 
an open secret in the steel trade that 
President Wilson and the Democratic 
party have placed a not unwelcome 


club in the hands of the largest interests; 
for the effect of the tariff will be to more 
than ever concentrate the business in the 
hands of the greatest producers, espe- 
cially the U. S. Steel Corporation. 

If the Steel Corporation, with its own 
ore beds, coal mines, coke ovens, rail- 
roads, steamships and the most modern 
methods of manufacture and distribution, 
can make but ten dollars or less a ton 
on the average, how does the small man- 
ufacturer fare who buys his ore, coal, 
coke, pig or billets, paying a profit to 
others all along the line? 

Even though, as is generally admitted, 
foreign manufacturers will not invade us 
with their steel products, théir offerings 
will tend to keep prices and profits low 
on this side. The trade must therefore 
adjust itself to the new conditions. The 
weak must fall and the strong will pro- 
ceed. 

Lower prices will also stimulate con- 
sumption by opening new fields hereto- 
fore closed. Increased output will again 
result in a further lowering of produc- 
tion costs—factors which benefit all pro- 
ducers some, but large producers most. 
So that the future of the steel industry 
in this country is certainly no less prom- 
ising than it was ten or twenty years 
ago. This applies particularly to the 
largest factors in the trade. 

There will, of course, be good times 
and bad (note the drop in U. S. produc- 
tion from twenty-three million tons in 
1907 to fourteen million in 1908), but 
each low point should be above the previ- 
ous low point and each boom year should 
establish new high records. Every three- 
year period should show progress, not- 
withstanding perhaps one poor year out 
of the three. 

The accompanying table sets forth the 
production of steel in the principal pro- 
ducing countries and throughout the 
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STEEL PRODUCTION. 
Of the Principal Producing Countries and the World. 


(000 Omitted.) 


United Great Austria- 
States. Germany. Britain. France. Hungary. Russia. Belgium. World. 
ee 31,251 17,302 call yew re hes Sag + 
Oe 24,054 15,019 6,565 3,668 2,433 2,519 1,537 58,377 
> ee 26,512 13,698 6,106 3,390 2,188 2,350 1,449 58,622 
> 24,338 12,049 5,881 3,034 1,937 2,471 1,370 53,499 
a 14,119 11,186 5,380 2,727 1,994 2,341 1,065 50,957* 
see 23,733 12,063 6,627 2,766 1,707 2,076 1,183 52,142 
Reals is ca 23,738 11,135 6,565 2,371 1,581 1,763 1,185 50,257 
eee 20,354 10,066 5,983 2,110 1,435 1,650 1,023 44,295 
See 13,746 8,940 5,107 2,080 1,235 2,811 1,069 34,251 
x 14,756 8,801 5,114 1,854 1,145 2,410 981 36,335 





*This is the officially reported figure but the total is probably nearer 40,000,000. 





















world. Roughly the proportionate out- 
put is, America one-half, Germany one- 
quarter, with the other quarter divided 
among other countries. Production does 
not fluctuate so widely abroad, as com- 
mercial and financial operations are on 
a more stable basis than in the United 
States; but the relative growth in Ger- 
many, France and Austria compares fa- 
vorably with our own. 

Great Britain has lost ground, possibly 
because the U. S. Steel Corporation has 
largely increased its foreign trade during 
the past several years. And this brings 
us to the question: Shall we be able to 
maintain our hold upon the demand in 
foreign countries ? 

In times of depression, when German, 
British and French manufacturers are 
taking business at any price, we shall 
doubtless lose a portion of the trade we 
have established; but in normal times 
there should be no difficulty in holding 
what we have built up and adding to it. 
The recent tariff reduction does not af- 
fect our sales abroad, but foreign trade 
conditions do—temporarily. 

America not only produces half of 
what the world demands, but can produce 
it cheaper than any other country. Low 
cost of production is the power that car- 
ries the control of markets. 

The steel business in the United States 
is therefore not only the country’s third 
largest industry, but it is on a solid 
foundation, and its future is assured. 
We have the ore, the coal, the plants, 
the transportation and the brains. Steel 
is an absolute necessity and its uses are 





widening steadily. So whatever may be- 
fall us in the depression which is now 
under way, nothing can permanently de- 
stroy or more than temporarily cripple 
the steel industry. As a: business it is 
a good business in which to acquire a 
partnership, large or small. If a bad year 
or two yields an opportunity for us to 
purchase our interest at a low price, so 
much the better for us. 
+ * * 
OW as to the selection of stocks 
which will stand the fire of ad- 
versity. Issues listed on the New York 
Stock Exchange by companies which are 
the largest producers of stéel in this 


country are: 


Productive Working cap. 


capacity. Working per ton 

ons. capital. produced. 
U. S. Steel... 18,000,000 ~$237,364,975 $13 
Beth. Steel ..... 1,000,000 11,359,757 11 
Rep. Iron & Steel 1,000,000 13,072,052 13 
Lack. Steel ..... 1,200,000 16,820,000 14 


In addition we have Jones & Loughlin 
with 1,200,000 tons and Cambria with 
1,500,000 tons, whose stocks are not 
listed in New York, and Colorado Fuel 
& Iron with about 500,000 tons steel 
capacity ; but as its coal traffic forms 45 
per cent. of the latter company’s business, 
a fair comparison can hardly be made. 

None of the companies in the table 
have passed through a period of de- 
pression such as occurred in 1893-6; 
hence it is impossible for anyone to pre- 
dict how well they can stand such adverse 
conditions. It is clear, however, that we 
should favor those companies which are 
supplied with working capital large in 
proportion to the amount of business 
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done. This is shown in the last column 
of the table, and is a vitally important 
matter just at this time. 

Diversity of products is also a test of 
a steel company’s strength. In this the 
U. S. Steel and the Bethlehem hold the 
advantage. 

Another element is the margin of profit 
shown in recent years. This is difficult 
to get at, except in the case of U. S. 
Steel, which in 1910 earned $13 per ton; 
in 1912, $8.65; in the first half of 1913, 
over $11, since when prices have fallen 
off from $1 to $3 a ton. But these fig- 
ures have only a relative value, as earn- 
ings primarily rest upon the quantity and 
particular character of steel sold. U. S. 
Steel can earn a profit at any selling 
prices likely to be reached. General busi- 
ness conditions here and abroad will gov- 
ern the result. 

The position of U. S. Steel is too well 
known and has been too ably discussed 
elsewhere to make it necessary for us to 
go into details. It is the largest company 
in the world, has the most cash and work- 
ing capital and the lowest cost of produc- 
tion. It can stand a severe depression, 
if it should come, better than any other 


company. : 
Bethlehem Steel is perhaps not so 
favorably situated, owing to its plants 


‘ being located on the coast, where foreign 


competition is likely to be most keenly 
felt; but for this it is compensated in 
many ways. These were clearly set forth 
in the article by Mr. Haliburton Fales, 
Jr., in our November issue. 

It would seem that in these two com- 
panies those desirous of purchasing an 
interest in the steel business can find 
what they wish, subject, of course, to 
new developments which might alter 
the situation. 

Dissolution through the Government’s 
suit, even if made obligatory, is a mat- 
ter that should consume two or three 
years, by which time a recovery from 
the threatened interval of poor business 
will doubtless have taken place. Break- 
ing up the great corporation into small 
units would greatly impair earning 
power, but the component parts would 
still own plants of high productivity and 
efficiency. 

As to the time to buy, that is a problem 
for students of market, industrial and 
financial conditions. These are so in- 
volved at the present time that he would 
be bold indeed who would attempt to 
predict the low point, which means the 
ideal buying point, for U. S. Steel or any 
other steel stock. 

(To be continued.) 











Earnings and Dividends 


The Position of Standard Stocks Viewed in Perspective 
By GEORGE C. MOON 








N continuing the discussion of the rela- 
tive position of different stocks, 
commenced several months ago, it 

is proper to mention that nothing has de- 
veloped to make it necessary to change 
any of the comments offered in the ear- 
lier chapters of this series. A broad view 
of the situation is invariably given, 
which, taken in connection with the re- 
spective graphics, presents the subject in 
a form that is readily understood. The 
stocks taken up in this number are: 


TOLEDO, ST. LOUIS & WESTERN PREFERRED. 


THE graphic shows the volume of earn- 

ings on the preferred stoc’ .fter 
eliminating the income received from the 
company’s holdings of Alton stock. This 
enables a better comparison to be made, 
as the Alton road stopped its dividend 
payments on the common stock in Au- 
gust, 1910, and made the last payment on 
preferred in January, 1911. Therefore 
the line of earnings in the graphic repre- 
sents earnings from operation only. It 
is probably the fairest presentation of the 
status of the preferred that could be 
made now, because, for several y ars 
past, Chicago & Alton’s earnings have 
been running into a deficit. Therefore 
the Toledo, St. Louis & Western com- 
pany will undoubtedly have to depend 
upon its own road alone for income for 
some time to come, at least. 

The graphic shows that the preferred 
stock is now in an unsatisfactory position 
and, in fact, has been in practically the 
same dilemma for several years. For the 
* fiscal year ended June 30 last, net earn- 
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ings were only slightly in excess of in- 
terest charges, but even that poor show- 
ing was an improvement over the 1912 
year. Fixed charges were largely in- 
creased in 1907, when control of Alton 
was bought. This increase is represented 
by about $11,500,000 of 4 per cent. col- 
lateral trust bonds calling for a yearly 
payment of about $460,000, which is 
about the identical sum needed to meet 
the 4 per cent, dividend on Toledo pre- 
ferred. Slightly better earnings are re- 
ported since the close of the fiscal year, 
but the immediate outlook does not give 
promise of much in the way of encour- 
agement to holders of the preferred. 


MINN.,, ST. PAUL & S. S. MARIE, 


CANADIAN PACIFIC purchased a 
majority interest in the “Soo” line 

in 1888. The latter in turn leases the 
Wisconsin Central and operates same as 
the Chicago division of its system. The 
dividend provisions of the “Soo” com- 
pany give the preferred stock priority 
up to 7 per cent.; then the common has 
the right to receive 7 per cent. and then 
both issues are to share pro rata. The 
present rate is 7 per cent. on each issue. 
While earnings have varied consider- 
ably during the eight years covered by 
the graphic, the dividends paid were al- 
ways earned. In recent years the margin 
of safety has been fairly large and places 
the capital issues in a favorable position 
as investment securities. The control of 
Canadian Pacific is regarded as .impart- 
ing a solidity to the property and re- 
moves from the line many features that 
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. vyuld prevail were it operated independ- 
ently of that association. There is no ap- 
parent reason why the securities of the 
“Soo” line should not continue to main- 
tain their present favorable position. 
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General Electric 


GENERAL ELECTRIC. 
GENERAL ELECTRIC'S | graphic 


tells its own story. It does not 
need any special explanation, as the line 
of earnings shows an ample margin of 
safety over dividend requirements. Div- 
idends, too, are on a generous scale—8 
per cent., paid regularly since 1902. The 
company has only one class of stock and 
it is very well fortified by earnings. 

It required many years for the com- 
pany to reach its present enviable status. 
In 1898 the stockholders surrendered 40 
per cent. of their holdings to help improve 
a poor situation then existing. Later on 
the tide fortunately turned and special 
stock and cash distributions were made 
to compensate for barren periods. Of 
late vears the stock has ranked among 
investment issues of a high class and it 
promises to maintain that status. Earn- 
ings for 1913 are estimated at the figures 
given in the graphic—the fiscal year clos- 
ing on December 31. In that estimate 
allowance is made for possible price re- 
ductions incident to late tariff changes. 


DENVER & RIO GRANDE, 


HEN the old Denver & Rio Grande 
road was built as a narrow gauge 

line, it was then believed to be an inno- 
vation in railroad construction which had 
a particular fitness for the mountainous 
section in which it operated. A promi- 
nent railroad man of that period, who 
subsequently examined the system, de- 
clared his belief in the narrow gauge plan 
and said he had become a convert to the 
narrow gauge idea, although strongly 
opposed to it in the beginning. And 


THE MAGAZINE OF WALL 


STREET. 


if | 


Lenver 4 io Grande Prd 


Os nGAaA GEN ®D 


there were many experienced railroad 
men who shared his views on the sub- 
ject. But time brought about radical 
changes, and today only some 700 miles 
of the original narrow gauge track are 
embraced in the system. 

The present company succeeded the 
old company in 1886, and acquired the 
Rio Grande Western in 1901, and organ- 
ized the Western Pacific in 1903 as the 
final link in a line to San Francisco. Both 
the Denver & Rio Grande and the Rio 
Grande Western companies guarantee the 
interest on the bonds of the Western Pa- 
cific. The result has been a drain on the 
Denver & Rio Grande’s income account 
and has narrowed the amount of net 
available for dividends on the preferred 
stock. 

The last dividend on Denver preferred 
was paid in January, 1911—being 2% 
per cent. or one half of the yearly rate 
which had been paid regularly from 1901. 
As is shown by the graphic, earnings on 
that issue fell off abruptly, and the ne- 
cessity for passing dividends is obvious. 
Eventually the Western Pacific should 
become of great advantage to the Denver 
& Rio Grande, but until that period ar- 
rives, the burden of carrying the West- 
ern line will be a millstone around the 
neck of the stock of the parent company. 


COLORADO FUEL & IRON. 
OLORADO FUEL & IRON com- 


mon has not paid a dividend since 
1902. As a matter of fact, it only paid 
three dividends during the 21 years of 
its corporate existence—8™% per cent. in 
the aggregate. Even the preferred, 
which is an 8 per cent. cumulative stock, 
received nothing between the years 1903 
and 1912, although the amount of pre- 
ferred outstanding is only $2,000,000. 
This year, however, 35 per cent. of the 
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back preferred dividends were paid off, 
leaving 40 per cent. still owing on that 
stock. 

In each of the last four years the net 
income has been remarkably uniform— 
only a slight variation in that respect is 
noticed between them. Fixed charges 
also do not vary materially during the 
same period. A glance at the graphic 
will show the position of the common 
stock, of which issue there is $34,235,500 
now outstanding. It does not make a 
very favorable showing at the moment, 
but it will be seen that there has been a 
general improvement in the line of earn- 
ings which may possibly continue to 
mount in the same general direction. 
Much will depend on the company’s abil- 
ity to increase the volume of its output 
hereafter. 


AMERICAN COTTON OIL. 
AW. IDE difference in the yearly earn- 
ings on Cotton Oil common is 
shown by the graphic. The poor results 
of 1911 brought about an interruption to 
dividend payments on common. A\l- 
though earnings for 1912 were much bet- 
ter, the general condition of the industry 
made it questionable whether the im- 
provement would be permanent. Con- 
sequently dividends were not resumed on 
the strength of that change. Undoubt- 
edly this was wise, as it is estimated 
that the earnings on common for the cur- 
rent year will be considerably below 
those for 1912. Instability of earnings 
has always been a feature and undoubt- 
edly this fact is responsible for the fail- 
ure of the common stock to sell above 
79% in its most prosperous days. Divi- 
dends on the preferred are non-cumula- 
tive, which naturally helps the position of 
common to some extent. But there are 
enough uncertainties remaining to keep 
the stock in the speculative class. 
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CORN PRODUCTS. 
THE Corn Products Refining Com- 
pany was incorporated in 1906, and 
we therefore begin its graphic with 1907. 
The status of the preferred stock alone 
is shown in the graphic, as the position 
of the common is such as to make any 
radical change in it unlikely, at least in 
the near future. So far as the preferred 
stock is concerned it is quite evident that 
the five per cent. dividends on that issue 
are all that the earnings can bear. It is 
even a question whether earnings are not 
unduly strained to pay that rate. The 
issue 1s entitled to 7 per cent, cumulative 
dividends, and there is now nearly 14% 
per cent. of back dividends due on the 

30 million of preferred stock. 

It is obvious that the concern is over- 
capitalized and the outlook for the fu- 
ture by no means reassuring. Until 1908 
the company’s operations were conducted 
under a rather cumbersome organization, 
but a complete merger of the subsidiary 
companies subsequently, has simplified 
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matters. It did not result in larger prof- 
its, however, as the lines of the graphic 
will show. The United States Govern- 
ment has instituted proceedings against 
the company under the Sherman Anti-- 
Trust Law. The outcome cannot be fore- 
told, but undoubtedly the suit will be 
prosecuted to a finish. 
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Monthly Net Earnings 











7 HIS table gives the returns of the principal railroads down to latest dates available, 


and should be studied in connection with the “Bargain Indicator,” 
annual results, and the “Investment Digest,” 


be found. 


Current 

month. 
Atch., Top. & S. Fe.......§ Sept. $3,489,723 
Atlantic Coast Linef......Sept. 477,819 
Baltimore & Ohio.........5 Sept. 2,744,603 
Boston & Maine...........Sept. 994,586 
Buff., Rochester & Pittsb..Sept 346,192 
Canadian Pacific? ........Sept. 4,415,579 
Central of ape sel Go0 ah Sept. 377,020 
Central R. R. of N. J.t...Aug. 735,018 
Chesapeake & nang i déenwed Sept. 1,060,280 
Chicago & Altont.........Sept. 330,804 
Chic., Burl. & Quincy..... Sept. 3,479,312 
Chic. Great Western...... Sept. 407,977 
Chic., Mil. & St. Paul..... Sept. 2,900,451 
Chic. & Northwesternt....Sept. 2,492,645 





Cleve., Cin., Chic. & St. L..Sept 530,502 
Colorado & Southern.......Sept. 384,691 
Delaware & Hudson......./ Aug. 1,047,849 
Del., Lack. & Western..... Sept. 1,389,153 
Denver & Rio Grandet....Sept 733,201 
tb Wssnedets fhemal 000% Sept. 1,125,264 
Great Northern ...........Sept. 4,459,949 
Hocking Valley .......... Sept 316,553 
Illinois Centralf .......... Sept. 1,128,146 
Kansas City Southern..... Sept. 340,629 
Lake Erie & Western... ..Sept. 126,414 
Lake Shore & Mich. So....Sept. 1,528,123 
Lehigh Valley ...........Sept. 1,225,991 
ee” ere Sept. 293,681 
Louisville & Nashville..... Sept. 1,609,982 
Michigan Central ........ Sept. 742,821 
Minn. & St. Louist....... dept. 290,27 8 
Minn., St. P. & S.S. Mariet.Sept. 750,795 
Mo., Kansas & Texas..... Sept. 922,654 
Missouri Pacific ..........§ Sept. 1,389,913 
National Rys. of Mexico§.. Sept. 302,994 
7. ¥. Cen. & Hud. River..Sept. 3,268,787 
.» Chic. & St. Louis. ..Sept. 282,571 
N y” N. H. & pastored. . Seat. 1,949,698 
N. Y., Ont. & Western... .Sept. 230,652 
Norfolk & Western 1,359,978 
Northern Pacific ......... 3,105,096 
| Name + Momma R. R.t 4,108,521 
Pere Marquettet ......... 187,207 
Pittsb., Cin., Chic. & St. L.tSept 890,088 
Reading Companies ......Sept. 1,563,270 
Rock Island Lines........5 Se 
Seaboard Air Lineft..... Se 


St. Louis & San Frant.. 
St. Louis Southwesternt. 





Southern Pacifict ........5 5, 
Southern Railway ........Sept 38, 
Texas & Pacific...........Sept. 330,775 
Tol., St. L. & Westerfif...Sept. 108,866 
Union Pacific? ........... Sept. 3,895,149 
abash ..... éeeveda eee 812,753 
Western Maryland gbtcaee Aug. 198,054 
Wheeling & Lake Erie..... Sept. 263,266 


*Fiscal year ends June 30. Fiscal year 


§These results are in Mexican currency. 


Change from 
last year. 
-$187,192 
+52,233 
+ 112,800 
— 382,107 
+-51,967 
+ 165,279 
-+-8,487 
—186,565 
+-85,749 
+37,341 
237,725 
+-563 
—441,593 
—50,072 
437,120 
65,246 
28,840 
—6,911 
87,705 
395,090 
+-674,402 
26,247 
+85,361 
40,067 
64,269 
327,738 
239,263 
9,466 
+-88,436 
209,631 
+8,230 
141,704 
152,875 
48,115 
1,951,915 
+ 321,107 
— 60,763 
489,659 
—9,135 
+47,025 


—215,213 
-- 144, 569 
—7 15,538 
+ 20,508 
+97 ,046 
+127,693 
—112,470 
—496,977 
—105, 385 


—14,407 


Fiscal yr. 

to date. 
$9,637,024* 
990,668* 
8,486,191* 
3,556,109* 
1,033,737* 
12,493,511* 
670,630* 
1,411,751* 
3,123,990* 
1,072,777* 
9,635,891* 
1,160,785* 
7 ,682,676* 
7,018,378* 
2,990,366F 
1,135,307* 
6,152,479F 
4,029,987" 
1,681,737* 
3,918,185* 
10,795,075* 
890,295* 
2,888,431* 
1,002,811* 
836,081} 
13,414,659 
3,686,862* 
302.5547 


3, 927,153" 


6,834,809F 
707,148* 
1,683,815* 
2,532,417* 
4,403,245" 
720,622* 
22,371,107* 
1,859, 883+ 
5,929,597* 


7 

4 

2 

7,5 
9,748* 
3 

6 

4 

7 


Change from 
last fise. yr. 
$114,972 
- 259, 979 
+-594,725 
—740,293 
+111,410 
922,896 
223,208 


238,622 
+35,205 
+66,984 

+ 309,366 
+-93,502 
1,553,464 
—228,066 
7,229 
—11,743 
+848,313 
33,281 
176,204 


989,022 





11,185,332 
+-20,709 

+- 306,243 
—44,732 
101,288 
1.219.299 
659,127 

+- 329,639 
—89,402 
120,046 
—20,399 
—282,119 
+68,896 
459,447 
4,990,528 

+ 2,331,440 
371,794 
—1,543,998 
—144,927 
193,699 


944 


—293.024 





which shows 


where other details of earnings will often 


Stock outstanding 
(in millions). 


=e ' 

Pref. Com. 
114 194 

6/ 

59 152 

3 39 

6 10 

74 260 

s 5 
None 27 

. 62 

19 19 
None 110 
44 45 

116 116 

22 130 

10 47 

Ist, 8; 2d, 8 31 
None 42 
None 30 
49 38 

Ist, 47; 2d, 161 112 
209 None 
None 11 
None 109 
21 30 

11 11 
None 49 
ees 60 
None 12 
None 72 
None 1g 

5 15 

12 25 

13 63 
None 82 
Ist, 57 1,240 149 
None 225 
ist, 5; 2d, 11 14 
None 157 
None 58 
22 103 
None 248 
None 493 
12 14 

27 37 

Ist, 28; 2d,42 70 
4 90 

23 37 

Ist, 4 1,15 28 
19 16 
None 272 
60 120 
None 38 
10 10 

99 216 

39 53 

0 49 


1 
Ist, 4; 2d,11 20 





ends Dec. M.tNet earnings are after deducting taxes. 

















The Investment Digest 








HE items below are condensed from leading financial and investment publications 

and from official sources. Neither “The Magazine of Wall Street” nor the authori- 

ties quoted guarantee the information but it is from sources considered trustworthy. 

We endeavor to present in a few words the essential facts in regard to each company. 
For additional earnings, see also “Bargain Indicator” and “Monthly Net Earnings.” 


American Brass—REDUCED OPERA- 
TIONS are due to let up in general busi- 
ness, which is now being reflected in the 
brass trade. Some plants are running as 
usual, but a number have been reduced to 5 
days a week. 


American Can.—BOND ISSUE of $14,- 
000,000 has all been sold to investors except 
$4,000,000. The price of the bonds has re- 
covered nearly five points from low price 
following the breaking up of the syndicate. 
Earnings of Co. have been running about 
20% ahead of last year, but last months of 
yr. will show some decline. Estimated bal- 
ance for com. 10% for fis. yr. 


American Cotton Oil—NO ACTION on 
com. div. at directors’ meeting, but regular 
3% declared on pref. Annual report showed 
344% on com. for fis. yr. against 644% prev. 
yr. Representatives of government have 
been investigating to see if there are any 
grounds for allegations of existence of a 
cotton oil trust. Pres. of Co. says: “We 
have nothing to fear from an investigation. 
Talk of trust or agreements on prices is 
absurd.” 


American Hide & Leather.—QUAR- 
TERLY REP ORT shows that Co.’s stocks 
are now selling far below their asset value. 
Surplus after charges for the quarter was 
$27,000 against $173,000 in prev. quarter and 
$166,000 in corresponding quarter of 1912, 
But working capital Sept. 30 was $9,168,000, 
or more than $500,000 greater than com- 
bined value of all bonds at par, pref. stock 
at 21 and com. stock at 4; that is, the mar- 
ket valuation of the Co.’s plants at these 
prices for the securities is $500,000 less than 
nothing. 


American Ice—EARNINGS FOR YR. 
ended Oct. 31 were about 11%* on pref. 
stock against 2.4% in 1912 and 3.9% in 1911. 
Under ordinary conditions a div. might be 
expected next spring, but as Co. is spending 
over $700,000 on new artificial ice plants and 
storage warehouses, it is probable that divs. 
will be deferred for a time. Co. will do 
no new financing to provide funds for new 
construction. 


American Light & Traction—ANNUAL 
REPORT ended Sept. 30 shows total gross 
of $4,396,000 against $4,190,000 prev. yr. and 
net of $4,274,000 against $4,072,000. 





American Linseed —ANNUAL REPORT 
shows a surplus of $496,000 for the yr., com- 
pared with a deficit of $478,000 for 14 mos.’ 


operations prev. yr. 


American Locomotive. — ISAAC M. 
CATE’S Circular demanding the retirement 
of present management has atracted con- 
siderable attention. Large shareholder 
says: “Management should report on Mr. 
Cate’s accusations fully. In regard to the 
$8,800,000 notes outstanding, these represent 
partly losses in automobile department and 
partly expenditures for plant enlargement. 
Small earnings in 1912 were in part due to 
an expensive strike at one of Co.’s larger 
plants. Judgment should be held in reserve 
for further particulars.”. Plants now op- 
erating 65% to 70% of capacity. Recent 
orders have been disappointing and pros- 
pects for 1914 are not particularly cheerful. 


American Malt—EARNINGS FOR YR. 
ended Aug. 31 showed 3% for Malt pfd. 
against 6.2% prev. yr. This decrease has 
already been reflected in reduction of div. 
from 5% to 4%. Under terms of mortgage 
whenever a div. is paid on pref. stock of 
Amer. Malting (sub. Co. of Malt) a sum 
equal to half the div. must be paid on sink- 
ing fund toward retirement of bonds; hence 
only % of Malting Co.’s surplus is applicable 
to Malt pref. Through sinking fund, 
amount of Malting 6% bonds in hands of 
public has been reduced $852,000 since 1906. 
Amount now outstanding, $2,483,000, $260,- 
000 having been retired in the past yr. Re- 
port states that severe competition and 
inferior character of barley crop, with 
heavier charges for maintenance and re- 
pairs, account for small net earnings. 


American Power & Light—EARNINGS 
for quarter ended Sept. 30 increased 10% 
for gross and 18% for net over correspond- 
ing mos. of 1912. For 12 mos. gain in gross 
was 8%, net 8%. 


American Public Utilities —I NCREASE 
IN EARNINGS has more than met ex- 
pectations of officials. Original estimate 
of gross increase for yr. ended Sept. 30, 1913, 
was 12% over prev. yr. Actual figures 
show a gain of 14.3%. Operating expenses 
increased 12.1%, largely owing to extensive 
improvements which have placed the prop- 
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erties in excellent physical condition. About 
8% was earned on the com. stock. 


American Shipbuilding—USUAL DIV. 
of 7% will be paid on pref. stock. Director 
says business is not particularly good, but 
earnings warrant div. payment. 


American Sugar Refining —A BOLITION 
of duties will check growth of beet sugar 
industry and will tend to keep beet sugars 
in territory west of Chicago. In last few 
yrs. beet sugars have come as far East as 
Albany during season from Oct. to Jan. 
American Sugar may have to sacrifice some 
divs. on its $14,000,000 investment in beet 
sugar Cos., but it stands a chance to gain 
more than it loses, through increased sales 
of its own product. Shrinkage in divs. on 
Co.’s holdings of Beet Sugar stocks is not 
likely to amount to more than $200,000, or 
less than %% on the com. stock. 


American Telephone & Telegraph— 
GROSS for 1913 will exceed $218,000,000, a 
gain of 10%, which compares with a growth 
of 11% for the 1912 yr. Bell system will 
devote over $68,000,000 to maintenance and 
depreciation or 31% of gross receipts, con- 
tinuing policy of devoting 30c. out of each 
$1 of gross to upkeep of plants. Pres. Vail 
says: “Business is fine. I look forward to 
the time when 90% of the business of this 
country will be transacted over the wire and 
~ ss be used only when nothing else 
will do.” 


American Woolen.—CURRENT OP- 
ERATIONS are at 65% to 70% of capacity. 
The coming selling season will, however, 
rove the real test for competition with 
oreign mills. It can be off=cially stated 
that Co. has no intention of reducing the 
7% div. on pref. Management believes that 
the $12,000,00 surplus should be drawn upon 
at this time when temporary conditions are 
against reasonable profits. Stated that buy- 
ers of pref. stock on the decline have been 
the dominant interests in the Co. 


American Writing Paper—FISCAL YR. 
ending Dec. 31 will be the poorest since 
1908. Balance for pref. stock will be about 
1% against 2.7% in 1912. Poor results due 
to unsatisfactory gross and higher cost of 
raw materials. : 


Atchison, Topeka & Santa Fe.—AN- 
NUAL REPORT for fis. yr. ended June 
30 shows 8.6% on com. Total of $20,707,900 
convertible. bonds were turned into stock 
during the yr. Funded debt was $319,146,- 
000 at end of yr. against $342,645,000 prev. 
yr. Gross revenues were $9,143,000 ahead 
of prev. yr., but operating expenses con- 
sumed $6,369,000 of this gain, easing in- 
crease in net before taxes $2,774,000. Addi- 
tions and betterments were $19,233,000 and 
construction $2,376,000, average mileage in- 
creased 122 miles, double track increased 96 
miles and 89 miles double-tracking work 
now in progress. 
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Baldwin Locomotive—EARNINGS are 
about equal to 1912, when showing for pref. 
stock was 2% times the 7% rate. Last 
quarter may show some falling off. Until 
within 2 yrs. Co. has been practically a 
family affair, managed by the owners. It 
still has the same operating officials, who 
are among the most substantial business 
men of Philadelphia. New plant building in 
Chicago will add substantially to earning 
power during 1914. Railroad buying of 
locomotives has been below normal for so 
long that if the roads are ever allowed to 
finance their necessities on basis of better 
rates, equipment Cos. will get a very large 
increase in orders. 


Baltimore & Ohio.—REDUCED MAIN- 
TENANCE charges have permitted Co. to 
show small net increases over 1912. Main- 
tenance charges have been heavy for sev- 
eral yrs. and so far the reduction is not a 
serious matter. 


Brooklyn Rapid Transit—OCT. RE- 
CEIPTS showed a slight decrease, follow- 
ing uniform monthly gains, as a result of 
bad weather. Decrease was about $7,000 
for the mo. 


Brooklyn Union Gas—APPRAISAL OF 
PROPERTY for minority stockholders’ 
committee gives valuation of $50,000,00, and 
earnings during past yr. of 20% on the out- 
standing $18,000,000 capital stock. Co. could 
issue $2,000,000 additional stock without 
further permission from Public Service 
Commission. There are also outstanding 
$15,000,000 bonds. Minority interests may 
try to get a 75% stock div. 


California Petroleum.—NET EARNINGS 
9 mos. ended Sept. 30 were $1,590,000, in- 
dicating $2,120,000 for full yr., which will 
more than pay 7% on pref. stock. Well 
driving recently has been more successful 
than for some time previous. 


Canadian Car & Foundry.—FISCAL YR. 
ended Sept. 30 will show gross about $20,- 
000,000 against $16,500,000 prev. yr. Surplus 
after charges and pref. divs. will be about 
$300,000 over prev. yr. 


Canadian Pacific. —- NEW STOCK 
amounting to $60,000,000 will share in divs. 
for quarter ending Dec. 31, making total 
stock $260,000,000 against $200,000,000 last 

Earnings of 19.6% last yr. would have 
equalled 15% on .the present outstanding 
com. Total number of shareholders June 
30 last was 48,110 against 41,321 in 1912. 


Central Foundry—PLANTS CLOSED 
DOWN since Aug. 16. Plans are being laid 
for imported manufacturing changes and 
plants will not reopen until these are made 
Official says: “We are suffering from gen- 
eral depression in business. Will stay 
closed down until prospects are better.” 


Central Leather.—EARNINGS for quar- 
ter ended Sept. 30 were equal to 0.8% on 
com. stock against 2.6% for corresponding 

















quarter of 1912. For full yr. Co. is expected 
to earn over 3% on com. stock. Co. is 
holding its own much better than American 
Hide Leather. 


rey & Ohio—REDUCED 
EARNINGS last fis. yr. were largely due 
to outside factors—wage increases, heavier 
taxes, floods in Ohio and coal strikes in 
West Virginia. Earnings this yr. should 
be better, probably 6%, even without much 
increase in gross receipts. 


Chicago, Burlington & Quincy—EARN- 
INGS, both gross and net, for last fis. yr. 
were largest in history. Balance of 17.3% 
for stock means an equity of $10,500,000 
equally divided between Gt. Northern and 
Northern Pacific. 


Chicago Great Western —ANNUAE RE- 
PORT for fis. yr. ended June 30 shows in- 
crease of $1,205,000 in operating revenue and 
increase of $951,000 in net, giving surplus of 
3% on pref. stock against surplus of 0.4% 
prev. yr. Pres. Felton says: “If increased 
freights can be secured.and if business con- 
ditions are not seriously affected, property 
should earn full divs. on pref. stock by July 
1, 1914, date when div. becomes cumulative.” 


Chicago, Milwaukee & St. Paul—BIG 
REFUNDING MORTGAGE will be cre- 
ated to furnish machinery for raising new 
capital when occasion arises, but no im- 
mediate financing is expected. Such a 
mortgage is a natural step to provide for 
future wants. Bonds now outstanding are 
$299,554,000. For quarter ended Sept. 30, 
net was $1,662,000 less than in 1912, but 
above any prev. yr. Maintenance of way 
was $669,000 more than prev. yr., and equip- 
ment $724,000 more. It is not expected that 
these heavy increases in maintenance will 
continue. 


Chicago Railways—EARNINGS for 9 
mos. ended Oct. were about 9% over pre- 
ceding yr. 


Cleveland, Cincinnati, Chicago & St. 
Louis (Big Four).—DEFICIT after charges 
for 9 mos. of 1913 was $1,500,000, as a result 
of $3,350,000 increase in maintenance 
charges. This was due chiefly to the floods 
of spring and the drought of midsummer. 
Road was hardest hit of the principal Van- 
derbilt lines and was the least able to stand 
the loss (contr. by N. Y. Central). 

Colorado Fuel—EARNINGS AND EX- 
PENSES were practically the same last fis. 
yr. as prev. yr., according to reports pre- 
sented at annual meeting of stockholders. 
Surplus for yr. was $1,727,000. Board of 
directors was re-elected. 

Colorado & Southern—ANNUAL RE- 
PORT shows balance for com. of 3.2% 
against 2.6% prev. yr. Total operating 
revenues were $15,077,000 against $13,595,- 
000 in 1912, but operating expenses rose to 
$10,622,000 against $9,616,000. 

Crucible Steel—EARNINGS ffor yr. 
ended Aug. 31 equaled 19.6% on pref. stock 
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against 13.7% in 1912; balance for com. 
12.8% against 6.8%. This was in spite of 
the fact that two of the largest plants were 
closed down for almost 3 mos. during the 
yr. 

Delaware, Lackawanna & Western.—CU R- 
RENT YEAR’S earnings will approximate 
$13,000,000 against $12,200,000 in 1912. Bal- 
ance for divs. will be about 37% against 
39% in 1912. Net after taxes 9 mos. ended 
Sept. 30 was $9,596,000 against 020,000 
in ory $9,605,000 in 1911 and $10,650,000 
in . 


Denver & Rio Grande—CURRENT 
BUSINESS seems to be up to normal ex- 
cept for coal traffic in Utah field, where a 
strike has been in force. Reduction in coal 
traffic caused decline of $96,000 in gross 
revenue for Sept. In fis. yr. ended June 30, 
1913, tons of freight per mile of road op- 
erated increased 29,644 and average distance 
each ton was carried increased 14.45 miles, 
average revenue tons per freight train mile 
increased 40.5 tons, average tons per loaded 
car increased 0.6 tons and number of loaded 
cars per train-mile increased 1.58 cars. 
These figures tell the story of good progress 
towards a proper standard of efficiency. 


Detroit United—SEVEN TICKETS for 
25c. over all the lines of the Co. will ap- 
parently result in decreased earnings for 
the stock. Impossible to figure exact loss 
to Co. from new fare, since it affects only 
city lines, which comprise about % of the 
800 miles and more of track operated by Co. 
Outside the city, fares remain the same. It 
can be seen, however, that the new fare is 
not only absorbing all the normal gain of 
the street railway lines, but also part of the 
gains made by inter-urban lines. Without 
deductions for depreciation or other special 
charges, earnings 9 mos. ended Sept. were 
at yrly. rate of 18.8% on capital stock. 


Distillers Securities. — NEW PRESI- 
DENT, Julius Kessler, will, it is understood, 
immediately write off the books between 
$4,000,000 and $5,000,000 of “dead assets.” 
Despite general business prosperity for 8 
yrs., Co.’s earnings have shrunk to a point 
where safety of bond interest has been be- 
lieved to be in danger. During yr. ended 
June 30 last, Co. accumulated a bank debt 
of over $6,000,000 and stock of unsold goods 
in warehouses is largest in its history. 
There has also been a distressing slump in 
net earnings of its sub-Co., Industrial 
Alcohol. 


Erie—ISSUE OF $500,000,000 bonds is 
contemplated to provide financial ma- 
chinery for future capital needs, for refund- 
ing maturities and for improvements and 
betterments. At present Co. has no prac- 
tical means of financing except short-term 
notes and its finances are very complicated. 
New mortgages will provide for retirement 
of convertible bonds and for refunding of 
other obligations, etc. With improvement 
in earnings, capacity and facilities, on com- 









140 





pletion of double-tracking new to Chicago, 
it is believed that financing can be done 
under new bond issue to take care of the 
$12,500,002 notes maturing Apr. 1, 1914. 
Since 1903 Co.’s gross revenues have in- 
creased over $16,000,000, but surplus has 
decreased $328,000 because of increase in 
maintenance of $7,686,000 and doubling of 
taxes. Fixed charges also have increased 
$5,627,000. In past 7 yrs. Co. has spent 
$53,000,000 for improvements and has pur- 
chased 25,000 freight cars and 342 engines. 


Federal Light & Traction—SEVERE 
LOSS was sustained in Aug. through burn- 
ing of Hot Springs generating station. A 
new station to cost about $200,000 will be 
erected on the same site. For 8 mos. ended 
Aug. gross earnings increased $163,000 over 
prev. yr. and net gained $85,000. 


Florida East Coast—GROSS EARN- 
INGS in last fis. yr. 13.4% over prev. yr. 
After payment of interest on first mort- 
gage bonds, balance of $532,000 was applied 
toward disbursement at rate of 24%% on 
— _ of general mortgage income 
onds. 


Ford Motor.—FISCAL YR. ended Sept. 
30 showed gross output of about $100,000,- 
000, largest on record for any automobile 
enterprise. Co. aims to produce and sell 
250,000 cars for 1913-14 yr. Acreage of the 
Detroit factories is being practically 
doubled. 


General Chemical—EARNINGS 9 mos. 
ended Sept. 30 were 10.5% on the com. 
stock. Div. payments, $452,000, left sur- 
plus of $584,000. Co.’s business is mostly 
on long contracts, which makes income less 
sensitive to current trade conditions than 
most companies. Its growth has been con- 
servative and position is fortified by ex- 
penditure of large amounts on up-keep of 
the property. 


General Electric—YEAR 1913 will be a 
record breaker, with about $115,000,000 or- 
ders against $103,000,000 last yr. In 1914 
some close students of situation expect a 
decided slump in the electrical industry. 
Predictions of decreased business have been 
made throughout 1913, but to date have 
failed to materialize, as electrical business 
has shown unexpected expansive power. 


General Petroleum—ENGLISH SYNDI- 
CATE formed by Andrew Wier, one of the 
English directors, has taken over Co., thus 
saving it from default on interest due this 
mo. on its 6% bonds. It had been feared 
that an assessment would be levied on the 
stockholders, and as a result the securities 
declined heavily in the market. Co.’s option 
on Union Oil will also be taken over. Gen- 
eral Petroleum owns 25,000 acres of oil 
lands in Calif. and some Mexican properties, 
total appraised at $40,000,000—$14,900,000 for 
oil lands and $21,000,000 for investments. 


Great Northern—ADDITIONS AND 
BETTERMENTS, new lines, 


equipment, 
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etc., used up new capital of $24,323,000 in 
past fis. yr. Co. has under way consider- 
able new construction. New line across 
North Dakota and Montana, about 550 
miles, is probably the largest piece of rail- 
road construction now going on. It will 
parallel present line on the south and will 
add new territory as well as give an alter- 
nate route, making the system _double-line 
for about % of its route to the Coast. Also 
under construction about 285 miles of 
branch lines and 36 miles new road in Brit- 
ish Columbia. Co. now operates 578 miles 
in Canada, out of total 7,464 miles in the 
system. This 36 new miles in Canada will 
give a second line into Vancouver, shorten- 
ing the distance. 

Great Northern Ore.—DIVIDEND of 
50c: per share is payable Nov. 25. Last 
prev. div. was in Dec., 1912. Co. has no 
regular div. rate, hence present div. has no 
bearing on future payments. 


Hocking Valley—EARNINGS fis. yr. 
ended June 30 were 17.4% on com. against 
16.6% prev. yr. Co. was hit by spring floods 
in Ohio, but ended the yr. with a 7% in- 
crease in gross revenues. Co. is controlled 
by Chesapeake & Ohio. It costs C. & O. 


$529,000 to carry the investment, while re- 
ceipts from H. V. divs. last yr. were $1,- 
014,000 or $485,000 more than cost of 
carriage. 


Illinois Central —REFUNDING MORT- 
GAGE of $120,000,000 is under considera- 
tion, for purpose of reinforcing Southern 
lines. This would refund about $51,000,000 
of the outstanding bonds of these lines and 
make available $42,000,000 bonds to which 
I. C. is entitled for advances made for pur 
chase, construction and improvements. 
Would also provide about $27,000,000 for 
future additions and betterments. 


Interborough Rapid Transit (Sub.-Co. of 
Interborough-Metropolitan)—SALES OF 
NEW 5% BONDS have been steady and 
the issue is now practically all placed with 
genuine investors where it is likely to “stay 
put.” Practically no bonds were sold to 
banks. Average sales were between $300,- 
000 and $400,000 a day. 


Intercontinental Rubber —ANNUAL RE- 


PORT showed surplus of 0.4% on com. 
after deducting the 7% pref. div. This com- 
pares with 3.5% for com. in prev. yr. Un- 


derstood that stockholders at special meet- 
ing authorized cancellation of balance of 
pref. stock. This means that since.organiza- 
tion 7 yrs. ago Co. will have retired its 
entire issue of $4,200,000 pref. stock. 


International Agricultural. — BETTER 
RESULTS are expected under new manage- 
ment, with radical changes in manufacturing 
and selling policy. General fertilizer situa- 
tion will undoubtedly be benefited by the 
new policy of this Co. Those in touch with 
affairs believe Co. has turned the corner. 
Rumors that it has had trouble in borrow- 
ing money are entirely unfounded. 
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International & Gt. Northern.—ANN 
REPORT for yr. ended June 30, 1913, shows 


surplus after charges of $323,000. Gross 
was $11,260,000 and total income $2,454,000. 
Working assets $1,465,000, working liabili- 
ties $1,102,000. 


Kansas City Southern.—PHYSICAL IM- 
PROVEMENT of this line is not generally 
appreciated. Ten yrs. ago Co. had 873 
wooden trestles, now only 298. Meantime 
steel bridges have been increased trum 135 
to 259 and stone and concrete culverts from 
16 to 636. In 1900 road did not have a 
single cast- iron pipe culvert, but now has 
557, which is important in enabling trains 
to make time in wet weather. Co. not only 
has valuable terminals at Kansas City, but 
owns the shortest route to the Gulf and has 
its own extensive terminals there, with a 
7-mile ship canal out to deep water. No 
road in Kansas City and Gulf Territory is 
so well equipped and it has at its head one 
of the ablest railroad men in the country, 


L. F. Loree. Average margin of safety for 
past 10 yrs. has been close to 50%, against 
23% for Mo. Pac., 26% for M. K. & T., and 
40% for Colo. & So. 


Laclede Gas (St. Louis)—EARNINGS 
on com. stock for 1913 should be about 
8.5% against 8.4% in 1912 and 8% in 1911. 
Div. payments have been 7% yrly. 

Lehigh Valley Coal Sales —EXTRA DIV. 
of 25% has been declared, payable to stock- 
holders of record Nov. 17, out of accumu- 
lated surplus. 


Louisville & Nashville. — GOVERN- 
MENT INVESTIGATION will soon be 
begun to determine whether the road is 
violating the anti-trust law in its organiza- 
tion or operations. 


Massachusetts Electric. — WINTER 
EARNINGS have greatly increased in re- 
cent yrs. In 1904 winter business was op- 
erated at a loss, which had to be made up 
in the summer. Ratio of net divisable in- 
come in summer, to that for the entire yr., 
has fallen steadily from 140% in 1904 and 


97% in 1905, to 54% in 1911, 53% in 1912, 
al 51% in 1913. 
Massachusetts Gas. — ANNUAL RE- 


PORT for yr. ended June 30 showed 6.1% 
on capital stock against 4.8% for prev. yr. 


Maxwell Motor.—PRINCIPAL ASSETS 
for July 31, 1913, are given as follows: Real 
estate, buildings, machinery and equipment, 
$7,032,000; good will, models, patterns, trade 
marks and trade names, $26,500,000; inven- 
tories, $4,837,000; cash, $1,041,000; total, 
$41,002,000. 


Mexican Petroleum.—NO 
was declared at recent meeting of board 
owing to uncertainty of the Mexican situa- 
tion. Co. had sufficient money in treasury 
to pay com. div., but distribution will de- 


DIVIDEND 


pend on outcome of Mexican troubles. Co. 
has so far suffered no serious losses, but it 
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is feared that 
interfered with. 


Missouri Pacific—FAIR BUSINESS is 
expected during remainder of current yr., 
enough to permit gross earnings equal to 
last yr. in spite of some reductions in rates 
Net earnings are expected to show im- 
provement, as the property is now getting 
the benefit of an extensive program of 
improvement. 

Mobile & Ohio (Owned by So. Ry.).— 


ANNUAL REPORT ended June 30, shows 
10.7% earned on capital stock against 7% 


shipments of oil may be 


in 1912. Surplus over divs. was $401,000, 
an increase of $220,000. 
Nashville, Chattanooga & St. Louis.— 


MINORITY STOCKHOLDERS are en- 
deavoring to compel the controlling stock- 
holders, L. & N. R. R. to give them a larger 
share in Co.’s prosperity. They desire a 
25% stock div. and a guarantee of 7% yrly. 
L. & N. owns over 70% of the capital stock 
of this road. 


National Biscuit—INCREASED DIVI- 
DENDS on the com. are expected when the 
directors feel that conditions are propitious. 
Current earnings warrant 8%, but Co. is 
building a $2,000,000 addition to its big 
Manhattan plant, which will be finished in 
time to meet competition from the Loose- 
Wiles Co., which is to have a large plant 
on Long Island, the first bakery this Co. 
has had in Greater N. Y. This will mean 
that in 3 yrs. Nat. Bis. will have devoted 
between $4,000,000 and $5,000,000 to plant 
enlargement without selling a dollar of 


securities. Gross business current fis. yr., 
which ends Jan. 31 next, promises to be 
over $48,000,000. 

New York Air Brake.—PRES. STAR- 
BUCK says: “Earnings since Jan. 1 have 
been decidedly better than last yr. Output 
has been larger each mo. than in 1912 


and orders booked are sufficient for opera- 
tion at capacity for several mos. ahead.” 


New York Central—CURRENT EARN- 
INGS are at rate of about 7%, against 5% 
divs. paid. Official figures to June 20 show 
a little over 7% and net earnings first 3 
mos. of current yr. are but little behind 
last yr. Sept. net earnings alone made a 
substantial gain. Co. has total of $69,000,- 
000 of notes to meet during the ensuing yr. 
and $89,000,000 to meet within less than 
2 yrs. 


New York, New Haven & Hartford.— 
EARNINGS FOR QUARTER ended Sept. 
30 show a decrease of $2,250,000 in net. 
There were heavy losses in the mail and 
express end of the business. Chairman 
Elliott says: “There is no use mincing mat- 
ters. Div. will have to be cut to 4%. Earn- 
ings have fallen off and expenses have 
advanced. We hope to maintain a 4% div. 
from now on and to do better in a yr. or 
two.” Co. has received first of a lot of 
150 new all-steel passenger coaches. Fur- 
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ther deliveries will be at rate of about 1 
car a day. 


New York Railways.—PH YSICAL CON- 
DITION of the property is stated to be 
better poder than ever before, with a high 
state of efficiency in all departments. For 
first 2 mos. of fis. yr. gains in gross, net 
and surplus were greater than in prev. yr. 
Balance over charges was at the rate of 
3.8% yrly. on income bonds. 


Norfolk & Southern—ANNUAL RE- 
PORT ended June 30 shows 5.2% on $16,- 
000,000 capital stock against 3.7% on same 
stock in 1912. Surplus after divs. was 


$509,000 against $268,000 prev. yr. 


Norfolk & Western. —SEPT. GROSS was 
largest on record, and showed a gain of 
10% over Sept., 1912. For 3 mos. gross 
increased $706,000, but net declined $193,000 
and surplus for stock in 3 mos. fell off 
$324,000 


Northern Pacific—GROSS EARNINGS 
continue to increase in a satisfactory man- 
ner, but the decrease of 7% in net for 3 
mos. to end of Sept. is disappointing. In 
actual figures, net has fallen off almost as 
much as gross has gained. However, road 
is ee better than 8% on stock com- 
pared with 7% divs. and has a rich equity 
in its joint ownership of C. B. &-Q. with 
Gt. Northern. 


Pacific Coast. — ANNUAL REPORT 
ended June 30 shows largest gross earnings 
in history, but net earnings were smaller 
than in some prev. yrs. owing to increased 
expenses and taxes. Surplus for divs. was 
6.6% against div. rate. of 6%. Average 
earnings for 10 yrs. have been 7.7%. Cost 
of coal output increased 10.8c. per ton, while 
selling price gained only 1.9c. Low prices 
to steamers were necessary to meet oil 
competition. A large part of Co.’s coal is 
too fine for domestic use and a plant is in 
process of construction for converting fine 
coal into briquets,for household use. It is 
believed that sale of briquets will increase 
the average selling price. A new mine is 
under development and should be on paying 
basis by Jan. 1. Less development work 
in the oil fields has decreased the freight 
earnings on the Pac. Coast Ry. The bean 
crop last yr. was only % prev. yr. and com- 
petition of the Santa Maria Valley. R. R. 
took away some business. The Washington 
full crew law increased expenses in that 
State. A new steamer was recently placed 
in operation, an oil-burner. General Man- 
ager Ford says: “It is hoped Co. may dur- 
ing coming yr. hold its own with yr. just 
closed.” 


lvania R. R. — REFUNDING 
MORTGAGE, totaling perhaps $1,000,000,- 
is rumored, to cover future financing. 
Bonds would be issued from time to time 
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as needed, so that fixed charges would not 
be unduly increased. Net earnings of the 
system have shown a disturbing tendency to 
decrease this yr. Gross earnings gained 
7.1% for 9 mos. ended with Sept., but net 
decreased 10.3%. Western lines of Co. suf- 
fered heavily from spring floods, loss being 
about $3,600,000, which had to be largely 
absorbed by earnings. Present indications 
are that balance for 1913 will show a sub- 
stantial margin over the 6% div. rate, but 
will be considerably less than the 9.3% 
earned in 1912. Sept. 30 stockholders num- 
bered 86,212 against 78,800 in May. Out of 
total, 41,397 were women. 


People’s Gas—SPECIAL .MEETING 
will be held Nov. 19 to authorize increase 
in stock from $35,000,000 to $50,000,000, and 
execution and delivery of general mortgage 
to secure issue of 50-yr. 5% gold bonds for 
purpose of paying and retiring at maturity 
present outstanding bonds and obligations. 
Co. will take about $6,500,000 from surplus 
to pay for Universal and Ogden Gas stock. 


Pittsburgh Coal—NEW PREF. STOCK 
will perhaps be issued to take care of ac- 
eumulated divs., with sinking fund provision 
for retiring the additional pref. gradually. 
Also reported that stock might be placed 
on 6% basis against 5% since 1909. 


Pullman—FISCAL YR. ended July 31 
showed increase of $2,641,000 in total 
revenues, while expenses increased $25,000. 
Depreciation on cars in service was charged 
at $4,763,000. Stated that Pullman shops 
at Wilmington, Del. have work enough 
ahead to keep them busy 2 yrs. Co. is to 
equip its cars with steel frames at that plant. 


Reading. — EARNINGS DECREASED 
sharply in first quarter of current fis. yr., 
but comparison is with a period in 1912 
when mines were filling orders for coal 
which had been held up because of the 
strike. Earnings for this quarter in 1913 
exceeded 1911 by $722,000, 1910 by $626,000 
and 1909 by $410,000. Of the loss, as com- 
pared with 1912, the Coal and Iron Co. 
contributed 60% and the Ry. 40%. 


ublic Railway & Light. — YEAR 
D SEPT. 30 gross earnings increased 
expenses 14.8%, and net earnings 
12.6%. Surplus after charges gained 24.8% 
over prev. yr. Balance for divs. was 4.9% 
on com. stock. Div. on pref. is being earned 
nearly twice over. 


Rock Island—PHELPS, DODGE & CO. 
will assume greater prominence in the 
property. They deny, however, that they 
have acquired full control. Closer relations 
between operating departments and the di- 
rectors are planned. Operating expenses 
are now very high, about 79% of gross 
earnings, and must be reduced. Reorgan- 
ization of Co.’s present unwieldly financial 
structure is desirable, but it is questionable 
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whether this could be done without re- 
ceivership. Apparently no immediate dan- 
ger of default on 4% collateral trust bonds. 
Rock Island Lines have regularly earned 
more than 5% div. requirement, but margin 
has been narrow for 2 yrs. and in view of 
less favorable crop and business outlook in 
Co.’s territory, it has been feared that a 
crisis in Co.’s affairs was at hand. 


St. Louis & San Francisco —ANNUAL 
REPORT ended June 30 shows a deficit of 
$667,000 before payment of Ist pref. div. 
Judge Sanborn has signed an order per- 
mitting receivers to issue $10,000,000 re- 
ceiver certificates to meet prior claims and 
improvements. Out of this receivers will 
pay interest on general lien bonds Nov. 1. 


St. Louis Southwestern —REDUCTION 
OF PREF. DIV. from 5% to 4% basis is 
attributed to recent declines in net earnings. 
Some damage to cotton crop is thought to 
be an influence. The management wishes 
to adopt a conservative policy. Past div. 
records of this stock show considerable 
fluctuation. Fis. yr. ended June 30 was the 
best in Co.’s history. 


Seaboard Air Line—INITIAL DIV. of 
1% on pref. does not assure 4% basis, but 
as earnings for yr. ended June 30 were 
7%% on pref. against 334% prev. yr., it is 
believed probable that 4% will be paid reg- 
ularly. Road passes through a big cotton 
growing section and crop is reported equal 
to last yr., with good prices. Officials esti- 
mate earnings current fis. yr. at $2,000,000 
or more for pref., which would be about 
double the 4% requirement. Co. is com- 
fortably situated in regard to capital, having 
working balance of over $1,500,000, not in- 
cluding $1,896,000 supplies and materials, 
cash on hand $4,500,000 and another $1,- 
000,000 notes sold but not yet delivered. 
Improvement work last yr. included 44 
miles additional side tracks, 1,200,000 new 
ties, 130 miles new 75-lb. rails and 189,000 
yards of gravel and slag ballast, also 6,400 
ft. of wooden trestles were filled in and 
5,800 ft. of trestles with ballast decks were 
constructed, 39 bridges were replaced with 
steel or strengthened for heavier locomotive 
power, 213 industrial sidings and extensions 
were constructed, 67 stations were rebuilt or 
improved and 285 miles additional telephone 
dispatching circuits were installed. Ex- 
tensive improvements were made to Savan- 
nah terminals and to yard extensions at 
Richmond, Raleigh and Hamlet, N. C. At 
the latter point track was doubled and 
grades revised for about 9 miles. 


Sears-Roebuck—GROSS RECEIPTS for 
1913 will be between $91,000,000 and $92,- 
000,000. Aug. sales showed a slight de- 
crease, the first in several yrs., but Sept. 
and Oct. came back with a snap, Oct. gross 
getting above $11,000,000 for the first time 
in a single mo. A larger proportion of busi- 
ness is now done through branch houses 
with a saving in expense. Earnings on the 
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$40,000,000 com. stock will be 21% or more 
for 1913. 


Sloss-Sheffield. — ANNUAL REPORT 
covering fis. yr. ending Nov. 30, 1913, will 
probably show the full 7% earned on pref. 
stock and a small balance for com. Liberal 
expenditures have. been made for improve- 
ments and com. div. will not be resumed 
until these are completed. 


Southern Iron & Steel—PLAN FOR RE- 
ORGANIZATION has been prepared, pro- 
viding for raising $1,981,000 as working 
capital through sale of new securities. Co. 
would be capitalized at $15,500,000 with 
stock in voting trust for 5 yrs. 


Southern Pacific—GOVERNMENT 
SUIT to compel sale of Central Pacific 
will probably not be determined for 2 or 
3 yrs. If government should win, it is 
probable that purchaser of Central would 
have to pay Southern about $100,000,000, 
which might result in a So. P. melon to 
stockholders. Since 1908 So. P. has earned 
more than 6% on stock without including 
any returns from Cent. Pac. Actual fig- 
ures would be as follows: 1908, 4.2%; 
es 7.2%; 1910, 10.6 %; 1911, 6.7%; 1912, 
6.2%. 


Southern Railway.—STEADY IN- 
CREASE in earnings on pref. since 1908 is 
a feature shown by few roads. Per cent. 
on pref. has been as follows: 1908, 0.7%; 
1909, 6%; 1910, 9.6%; 1911, 11.1%; 1912, 
11.3%; 1913, 11.8%. In last fis. yr. total 
operating revenue was nearly 8% greater 
than 1913, This reflects intelligent cultiva- 
tion of territory and fostering of industry. 
Railroad’s agricultural experts have aided 
farmers to increase yields of cotton and 
corn and to grow a variety of other profit- 
able crops. Road has encouraged building 
of factories. Opening of Panama Canal 
should further increase Co.’s business. 


Texas & Pacificc.—CURRENT EARN- 
INGS July 1 to Qct. 14 were $116,000 more 
for gross than in 1912. In July and Aug., 
1912, deficit after fixed charges was $772,000, 
in 1913 surplus was $170,000. However, in 
1912 expenses were heavy because Louisiana 
lines were under water. 


Third Avenue—GOOD GAINS were 
made in earnings for the mo. of Sept., and 
for quarter ended Sept. 30 surplus over 
charges and liberal depreciation was about 
$55,000 more than for same quarter of 1912. 


Toledo Railways & Light.—YEAR 
ENDED Aug. 31, balance for pref. stock 
equalled about 1% times the 6% div. re- 
quirement. 


Toledo, St. Louis & Western (Clover 
Leaf).—ANNUAL REPORT shows gross 
of $4,305,000, increase of $468,000 over prev. 
yr., while operating costs increased $234,- 
000. Surplus after charges was 000 
against deficit of $56,000 prev. yr. 
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Union Pacific—EARNINGS first quarter 
of current fis. yr. showed increase of $297,- 
000 for gross, but this was turned into a 
decrease of $1,574,000 net as a result of 
higher expenses and taxes. 


United Boxboard. — REORGANIZA- 
TION of Co., under name of United Paper 
Board Co., has been completed. Chairman 
Adsit says he is confident that Co. will be 
able to do a profitable business. Net profits 
first three mos. $76,000. 


United Cigar—PURCHASE of the Riker- 
Hegeman chain of drug stores by interests 
identified with United Cigar is outcome of 
recent tobacco war, Co. wishing to protect 
tobacco prices and to enter the retail drug 
business as another field of operation. 


United Shoe Machinery.— FOREIGN 
BUSINESS is increasing steadily. 80% of 
British manufacturers now use United Ma- 
chines and 75% in France, 60% in Russia, 
90% in Italy, 90% in Spain. In Switzerland, 
Germany and Austria, United Machinery 
far exceeds any other make. 


U. S. Light & Heating —PASSING OF 
PREF. DIV. was due to stipulation made 
when one-yr. loan was negotiated that no 
divs. would be declared until loan had been 
paid. Understood Co.’s troubles have been 
due largely to effort to manufacture auto- 
mobile starters as a side line. To handle 
this business a new plant was erected at 
cost of $450,000, money being raised through 
a short-time loan, which matured last sum- 
mer, but was extended for 1 yr. with a New 
York trust Co. 


U. S. Rubber—NEW STOCK ISSUE of 
$9,422,000 8% Ist pref. stock is offered to 
stockholders at par, one share of new stock 
for every 10 shares now held. Official says: 
“Recent outlays in enlargement of plants 
and on Co.’s plantations in Sumatra and in 
connection with expansion of business have 
led directors to offer the new stock. It is 
expected that before long Sumatra planta- 
tions will provide enough rubber to meet 
substantial part of Co.’s requirements at 
actual cost of production and that increased 
business will result from lower prices for 
crude rubber.” Management has confidence 
that present 6% div. can be continued on 
the com. 


U. S. Smelting —OPTION has been taken 
on the Ebner group of mines in Alaska. 
Co, will advance money for development 
work in hope of picking up a continuation 
of the adjoining Juneau oe goon or 
locating the gold-bearing belt of the dis- 
trict. Stated that Co. has agreed to spend 
$200,000 or $300,000, taking receivers’ cer- 
tificates for money so advanced. 
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U. S. Steel—SHIPMENTS during sec- 
second quarter of 1913 were about 44,000 
tons a day, but in third quarter fell off to 
40,500 tons. In fourth quarter they will be 
considerably less. Shrinkage in earnings 
for third quarter was about $2,800,000 com- 
pared with prev. quarter. For mo. of Oct. 
unfilled orders declined 490,000 tons. Gen- 
eral steel situation is not encouraging. 
Prices are down $1 to $3 a ton from a mo. 
ago and consumers show little desire to buy. 

o steel is being imported, but consumers 
are forcing manufacturers to meet prices of 
certain European manufacturers. Thou- 
sands of men are now out of employment. 
Co. is discharging as few as possible, but 
hours are being cut down. Independent 
manufacturers report that orders are not 
running over 25% of capacity. Railroads 
show little disposition to buy until Com- 
merce Commission reaches decision on 
freight rates. 


Vulcan Detinning. — PATENT SUIT 
finally settled by payment of $617,000 by 
American Can Co. Probably the largest 
reward ever won in a patent case. Pres. of 
Vulcan announces div. of 21% toward accumu- 
lated back divs. This will take $315,000 of 
above sum and still leaves 3% accrued divs. 
unpaid. 


Wabash.—ANNUAL Report shows deficit 
for fis. yr. $81,000 against deficit of $2,864,- 
000 prev. yr Operating revenue was $31,- 
769,000 against $28,354,000 and expenses were 
$24,693,000 against $23,150,000 in 1912. 


Western Maryland.—FISCAL YR. ended 
June 30 showed increase of $389,000 in gross 
operating revenue, but decrease of $888,000 
in final income. 


Western Union. — EARNINGS FOR 
QUARTER ended Sept. 30 show increase 
of $486,000 over. 1912, and in surplus after 
divs. increase of $32,000. 


Westinghouse Electric—SIX MONTHS’ 
EARNINGS ended Sept. 30 were 6.6% on 
com. stock. Officials do not expect results 
for second half of yr. to be quite so good. 
Last yr. Co. earned 8.2% on com. Divs. 
will continue at 4% rate until financial plans 
for liquidating floating debt are completed. 


Wheeling & Lake Erie—RECEIVER- 
SHIP will end Dec. 15 according to an- 
nouncement of Judge Day. Final hearing 
of case of Central Trust Co. will take placé 
at that date. Judge Day has granted ap- 
plication of receiver to issue , 
certificates due July 1 next. Proceeds will 
be devoted to repairs and reconstruction 
made necessary by recent floods and to pur- 
chase of new equipment. (See letter in 
FORUM, this issue.) 
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This section of the Investment Digest includes some of the more important prop- 
erties, in regard to which authentic and trustworthy information has appeared during 


the month. 


Anaconda-A amated.—Anaconda sent 
every day to the Washoe smelter 11,000 tons 
of ore, and in addition 5,000 tons a day to 
Great Falls smelters. More ore is being 
treated than at any prev. time during yr. 
and it will probably be for the 12 mos. close 
to 300,000,000 Ibs. There is no other Co. 
in the world with such a complete system 
of electric underground haulage as that of 
Anaconda. No one expected an increase in 
Amalgamated div. The Amal. and Ana- 
conda are maintaining a conservative atti- 
tude, and copper will have to sell consider- 
ably above 17c. a lb. in order to insure more 
than $6 a share a yr. on Amal., and $3 on 
Anaconda. 


Braden.—Oct. production is estimated at 
2,000,000 Ibs., and for Nov. at same figure. 
The volcano crater has finally been com- 
pletely encircled, and development work 
for the moment is stopped in Teniente No. 
1 in order to curtail expenses. Braden in- 
terests do not deny that the property has 
been a disappointment, owing to difficulties 
in both milling and smelting. July opera- 
tions show small profit. There may be new 
financing, although no definite steps have 
been taken. The work of doubling size of 
plant from 3,000 to 6,000 tons daily has been 
started. 


Butte & Superior.—Mill broke all its rec- 
ords in Oct., when approximately 33,000 
tons were milled. The zinc production was 
11,700,000 Ibs. in concentrates; recovery was 
about 90%. During last 11 days, average 
tonnage treated was 1,170 tons a day. Co. 
is now employing 950 men with pay roll 
of $110,000 a mo. 


Calumet & Arizona—Stock is selling 
around $64 a share and divs. at rate of $5 
a share annually are being paid, so that the 
stock now yields nearly 8% on investment. 
Co.’s future prospects are good, its financial 
resources great, and its earnings and divs. 
are such that it should sell higher in a few 
yrs. 


Chino.—Report for quarter ended Sept. 
30, 1913, shows pete 15,187,003 Ibs. nf 
copper at cost of 8.4lc. a Ib. compared with 
11,990,832 Ibs. and 9.0lc. in second quarter. 
Net earnings were $994,889 against $716,- 
557 in prev quarter, earnings in both cases 
being based on an average of 15c. copper. 
Surplus after $643,874 paid in divs. was 
$351,015. With miscellaneous credited, net 
cost of copper was 8.08c. per Ib. Average 
percentage of copper contained in ore 





treated for the third quarter was 2.23%, 
against 1.88% for prev. quarter, and 1.91% 
for first quarter of 1913. Average extraction 
for the quarter was 66.98%, recovery 29.92 
Ibs. per ton of ore milled, compared with 
average extraction for prev. quarter 64.48%, 
with recovery of 24.33 lbs. per ton of ore 
milled. At close of quarter, total copper 
on hand and in transit (sold and unsold) 
was 19,540,748 Ibs., inventoried at 13.30c. 
per lb. During the quarter additional first 
mortgage bonds were converted to amount 
of $484,000, leaving outstanding only $270,- 
500 par value of original issue of $2,500,000 
convertible bonds. 


Goldfield Consol.—Net earnings for Aug. 
were $177,874. With addition of Sept., the 
quarter shows treated 89,611 tons of ore, 
from which $1,152,463 gross was recovered. 
Costs were $565,650, leaving net realization 
$555,362. At this rate, Co. is earning about 
$2,200,000 annually, equal to 60c. per share 
on outstanding stock. Next payment will 
probably be made Apr. 30 next, of 30c. a 
share, which will mean a yrly. div. on the 
basis of 60c. 


Granby.—The annual report shows op- 
erating profit of $1,214,599, equal to $8 per 
share, and compares with $583,379, or $3.90 
per share in prev. yr. After providing for 
interest and discount on bonds, net earnings 
amounted to $7.50 per share, against $6 now 
paid in divs. The significant feature is 
reduction in cost from I1.1c. to 10.6c. per 
lb. Continuing policy of expansion, Co. has 
closed negotiations for purchase of the 
Midas copper mine near Valdez, Alaska. 
This is said to have been a cash deal of 
$123,000. The acquisition of this mine is of 
great importance; considerable ore has been 
already blocked out averaging better than 
4% copper, with nearly $2 a ton in gold 
and silver. 


Greene-Cananea.—Co. declared div. of 1% 
payable Dec. 1 to stock of record Nov. 14. 
The 1% is equal to 20c. on old par value 
of $20, and $1 on new par value of $100. Co. 
operates at about 60% of capacity. From 
its own ores, Greene is producing about 
2,500,000 Ibs. copper a mo., and from custom 
ores 500,000 Ibs. additional. Aside from this 
yield, the Greene plant, treating Miami con- 
centrates, produces 5 agar sag 3,000,000 
of a total of 6,000,000 Ibs. a mo. An official 
says that mines of Mexico are working at 
60% of normal. There has been no de- 
struction of Co.’s property. Greene Consol. 
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has declared a div. of 50c., payable Nov. 29. 
This is the first disbursement since Mar. 1 
last, when 45c. div. was paid; in 1912 $1.40 
was paid. As owners of 951,859 shares of 
the Greene Consol. Stock, Greene-Cananea 
will be placed in funds—$475,930—to resume 


divs. 


Kerr Lake.—Co. pays the customary 
quarterly div. of 25c. a share to stock of 
record of Dec. 1. This will amount to 
$150,000, and makes total payments $4,292,- 
000, or 164% on the par value of outstanding 
stock. Co., in addition to regular opera- 
tions, is engaged in development of 6 new 
veins lying under the bed of Kerr Lake, 
from which the water is being rapidly 
drained. 


La Rose-—Financial statement as of Sept. 
30, shows cash and ore on hand amounting 
to $1,882,833, of which $1,584,567 was in 
cash, Pres. McGibbon says: “On Jan. 1 
ore reserves were estimated at $1,083,655. 
More high grade ore has been taken out 
than was estimated in reserves at beginning 
of yr. In addition, the profit on mill rock 
has been 23% of total estimated as in re- 
serves, while the dumps remain practically 
unchanged. The div. during current yr. will 
be fully earned. Directors are working on 
a plan for investment of the large cash sur- 
plus in treasury. Some announcement be- 
fore or soon after close of fis. yr. is 
probable. 


McKinley-Darragh.—During Sept. pro- 
duction of silver totaled 242,266 oz., an in- 
crease of over 30,000 oz. compared with 
Aug. Total production for quarter ended 
Sept. 30 was 678,992 oz., which at 6lc. per 
oz. is at the rate of $1,656,740.48 gross yrly. 
Current divs. of 24%, or 24c. annually on 
par value of 2,248,000 shares, call for $562,- 
500 annually, so that at rate of production 
during quarter, earnings greatly exceed divs. 


Nipissing.—Co.’s treasury report as of 
Oct. 1 shows cash on hand $1,169,512; ore 
and bullion in transit, $54,464; ore on hand 
and bullion ready for shipment, $158,491; 
total, $1,383,467. 


Ray Consol.—Output of first 9 mos. this 
yr. is equal to more than entire production 
of 1912. For entire 12 mos., Ray should 
be producing over 50,000,000 Ibs. If it 
should realize profit of 6c. a Ilb., it would 
mean a profit for yr. of $3,000,000. Co. 
reports operating profits for quarter ended 
Sept. 30, 1913, of $661,085, including earn- 
ings of the Ray and Gilla Valley Co. This 
compares with $726,759 for quarter ended 
Mar. 30, 1913, $678,875 for quarter ended 

ar. 30, 1913, and $650,713 for correspond- 

zt Average cost for the 
3 quarters is 9.7425c. Earnings based upon 
15c, a lb. for copper. Total amount of cop- 
per on hand and in transit (sold and un- 
sold) at close of quarter was 14,660,228 Ibs. 
The unsold portion of copper on hand and 
in transit is inventoried at 13.15c. per Ib. 


ing quarter last 
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Tennessee Copper.—Production in Sept. 
was 1,309,985 lbs. compared with 1.143.019 
Ibs. in Aug. Production for first 9 mos. of 
yr. showed 13,164,513 Ibs., an increase of 
1,150,000 over same period 1912. Not only 
is the output from Co.’s own ores expected 
to reach 4,500,000, but production of sul- 
phuric acid in Nov. and Dec. may reach 
20,000 tons each mo. or an average of 600 
tons a day. The physical and financial con- 
dition was never better, while earnings were 
greatly in excess of div. requirements. Co. 
has paid three divs. amounting to $3 a share, 
and the fourth will be declared payable in 
Dec. On Dec. 1, $200,000 first mortgage 
6% gold bonds will become due and will be 
paid, thus reducing Co.’s bonded indebted- 
ness to $1,000,000. 


Tonopah Belmont.—Directors declared 
an extra div. of 10c. per share to be made 
Nov. 15. At this rate, at 754, stock yields 
approximately 18.4% per an. With above 
payment, Co. will have distributed $5,243,000 
to shareholders, equal to 350% on the par 
value of Co.’s capital. 


Utah Copper-Nevada Consol.—Report of 
Utah Copper for quarter ended Sept. 30, 
1913, shows production 32,287,428 Ibs. at a 
cost of 9.068c. per Ib., compared with 31,- 
785,448 Ibs. ant g 8.933c. for second quarter. 
Net earnings were $2,206,399 against $2,218,- 
753 in prev. quarter, earnings based on 
average of 15c. for copper in both quarters. 
Surplus after divs. of $1,186,695 was $1,019,- 
704. With miscellaneous credited, net cost 
of copper was 8.187c. per lb. The Nevada 
Co.’s statement for Sept. quarter made an 
indifferent showing. The grade of ore was 
lower, resulting in higher operating costs. 
Divs. were earned by margin of $176,915, 
but depreciation charges in a nominal deficit 
of $95,157. For the 9 mos. ended Sept. 30 
Co. earned $560,000 above divs., and charged 
$781,891 to depreciation, leaving an apparent 
deficit of $218,852. The cost, including 
Steptoe plant, depreciation and all charges, 
except ore extinguishment, was 10.09c. com- 
pared with 895c. for second quarter, and 
-8.33c. for last fis. yr. Copper on hand and 
in transit (sold and unsold) at end of the 
quarter was 21,958,859 lIbs., inventoried at 
13.615c. a Ib. 


Mining Notes.—The Copper Producers’ 
Asso. reports stocks of copper on hand 
Nov. 1 at 32,566,382 Ibs., an increase of 2,- 
773,288 lbs., as compared with 29,793,094 Ibs. 





on Oct. 1. Production and deliveries (in 
thousands of Ibs.) compare as follows: 

Oct. Sept. 

PrOGeetie®t: ios oss cocccce 139,070 131,401 

pS Ee 173 66,836 

Foreign deliv........... 68,123 73,085 

Total deliveries..... 136,297 139,922 


According to the Engirzering and Mining 
World, 146 mining Cos., operating in Amer- 
ica, paid out $78,772,652 divs. in the 9 mos. 
to Sept., an increase of $12,972,109 over 
same period of last yr. 


























SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving a profit from price changes 


Getting an Education in Stocks 


A Leading Physician Relates His Experience 
By “L. M. D.” 


[The following is one of the manuscripts sent in response to our Prize Offer of 


a few months ago. 


The writer is well known and his name would be soonaeses Oe 
ill 


many of our readers. We are unable to afford the space for the entire Story, but 


publish extracts in this and later issues. 


We found the manuscript exceedingly inter- 


esting and believe our readers also will appreciate it-—Editor.] 


T was in the Spring of 1899 that I 
first caught the fever. The papers 
had been full of lurid tales of boot- 

blacks, waiters, and chorus girls who 
had amassed thousands of dollars in a 
few weeks by the investment of a few 
‘hundred. 

The Spanish war was over and Ros- 
well P. Flower—the Bull leader of the 
Street—was at the zenith of his fame. 
Daily his oracular utterances as to the 
future of Federal Steel and Brooklyn 
Rapid Transit were given conspicuous 
place in the daily press. Mushroom 
brokerage concerns, springing up 
daily, in their effusive advertisements 
would say: 

“We advised you, yes, begged you, 
a week ago to buy Sucker common. 
You see how correct our information 
was, for it did not react half a point 
and has advanced now ten points. 
There is still time to get aboard. 
Subscribe to our daily market letter at 
$10 per month. We can tell you 
absolutely of a certain stock which 
will advance 50 points before declining 
one-eighth. Our customers are put in 
on all important moves.” 

Now surely this was enough to 
make anybody’s mouth water. I sent 
for a few sample letters. They cer- 








tainly were “classy.” They were 
dated four or five weeks back and 
they had advised buying everything, 
and everything had gone up just as 
they had predicted. 

I was just about to subscribe to one 
of these advisory letters when I 
noticed under “Financial News” the 
following interesting item: 

“International Paper is tipped for a 
big rise. It has been accumulated for 
months and we look for a sharp up- 
turn in the near future. It pays 4 per 
cent. and sells at the ridiculously low 
price of 58.” 

I read that article over again. The 
fever gripped me. At 58—that was 
nearly 8 per cent. on my money and 
my savings bank was only paying 4 
per cent. Awful! An outrage! 
will withdraw my money from the 
stingy savings bank and put it into 
International Paper. 

It was perfectly evident to me that 
the “big insiders” — the “money 
barons”—had been so busy that they 
had overlooked this. And here I had 
just by chance discovered this prize. 
Just think of it. I had “put one over” 
on them all right. 

Without goinz into details, I finally 
bought 30 International Paper at 58%. 
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Thereafter I called up my broker daily 
on the ‘phone. The usual reply was that 
the market was strong and active, all ex- 
cept Paper, which was 56 bid, 57 asked. 
This went on for several days. Then 
came a Saturday. I had been quite busy 
and had not had the opportunity to 
telephone. A patient of mine came in 
my office and casually remarked on 
the “Doings of the Street,” a general 
topic of conversation in those days. 

“How were things down there to- 
day?” said I. 

“Oh, nothing much,” said he, “ex- 
cept a little move in Paper.” 

“Move in what?” said I. 

“Paper,” said he, “International 
Paper, got any?” 

Now I did not want to have him 
suspect for a minute that his family 
physician was speculating, so I en- 
deavored to assume a don’t-care-a-con- 
tinental sort of an expression and I 
said languidly, 

“What did Paper do?” 

“Why,” said he, “it ran up four 
points in the last twenty minutes— 
closed at 62—will probably cross 70 
next week.” ; 

Well, it was ea¥¥{ No doubt about 
that. Here I had sat in my office tend- 
ing to my patients and made $90 in a 
few minutes, and I hadn’t known I made 
it. I just sat and gloated—meditated. 

Here I had been called up out of 
my bed at two o’clock that morning. 
No trolleys running. Had to walk a 
mile to a confinement case. Stayed 
there all night. Hard case, instru- 
mental—almost broke my back in de- 
livering the case. Very nice people 
—old patients of mine—very apprecia- 
tive—but now in financial straits. 
Husband just thrown out of a good 

sition owing to a trust buying out 

is employer’s long established busi- 
ness. 

He couldn’t pay me anything now— 
I wouldn’t even send him a bill. 
Couldn’t even pay the nurse, so I got 
them one and paid her myself. I got 
back home after my family had fin- 
ished breakfast, but found several 
patients waiting for me—one a Wall 
street broker, quite annoyed—said he 
had been waiting ten minutes—asked 
me why I did not keep my office hours. 
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Tended to the people in my office— 
hustled out and made some calls— 
back again to my office, not a bite to 
eat since dinner last night—and fi- 
nancially speaking I had made just 
about enough money to repay me for 
the amount that I had paid the nurse 
for her week’s service to my hard-luck 
patient. 

And then just think of it! Ninety 
dollars in fifteen minutes for doing 
nothing. No wonder I gloated. 

The morning papers all united in 
saying that my stock was going to 80. 
But a few days later the bears started 
a raid on it, and “Insiders” helped 
them along by passing the dividend 
entirely, so I was cleaned out of 


everything I had put up. 
* x * 


A LITTLE later I opened an ac- 
count with a young financial 
Lochinvar, who had received a good 
deal of free advertising as a result of 
his own successful operations. Every 
day I opened his market letter the first 
of my morning mail. Never, before or 
since, have I seen such wonderful ac- 
curacy in forecasting the market. 

He was a plunger, and he was 
shrewd enough to realize that he had 
acquired a following. One day his’ 
Market Letter said: 

“Sell out all your stocks and buy 
Sugar. It has not as yet responded 
to the general upward movement and 
I predict an immediate 40-point 
advance.” 

I have a copy of that letter yet, pre- 
served among the archives, and it 
should be, for Sugar the next day be- 
came the star actor and advanced from 
139 to 182 in less than two weeks. 

I did not profit by it, however, for I 
was tied up with some Chicago Great 
Western, which in sympathy with the 
upward movement in Sugar advanced 
a whole % of a point. 

Shortly after the culmination of that 
move, Lochinvar, who had added 
fresh laurels to his increasing prestige, 
announced in big leaded type: 

“The upward move has been too 
rapid. I predict a violent decline and 
advise my customers to sell out all 
their long stock and go short.” 

I sold out my unprofitable Great 




















Western and sold short 20 shares, 
selecting Atchison preferred as my 
victim. I became transformed into a 
rampant bear and gave it as “my 
opinion” that the public was loaded 
up with stocks. 

And they were. Things commenced 
to tumble and I covered my Atchison 
preferred in a couple of days at two 
points lower than I sold it, making a 
profit of $40 in two days—my exulta- 
tion being somewhat mitigated by the 
fact that it dropped ten points more in 
the next week. So that I could have 
had $200 additional profit if I had not 
been in such a hurry to buy. 

Then came the panic, following the 
death of ex-Governor Flower. Loch- 
invar covered his short stock and 
emerged a millionaire. But, of course, 
he didn’t last. Not long after he 
failed and eventually he dropped out 
of Wall street. 

* * * 
| GRADUALLY gained some knowl- 
edge of Wall street during the 
next few years. I experienced the 
perils of being caught both on the 
“long” and on the “short” side and 
saw my margins gracefully wiped out 
as my stop orders were caught all the 
way from one-quarter to 1 point away 
from the figure at which I placed 
them. 

I took a “flyer” in pork (after read- 
ing David Harum) and actually got in 
quite near the bottom. My margin 
was never in danger and I made sev- 
eral hundred dollars in a very few 
weeks. Got out with my profit at the 
earnest solicitation of my broker, al- 
though less than a week afterwards 
Pork ran up in sensational shape and 
I would have made a great deal more 
had I waited. However, I had learned 
that a profit was a good thing to take. 

I then bought some cotton, but there 
was too much action there. I was he- 
wildered at the way cotton flew 
around and-I felt myself lucky to es- 
cape with my shirt and my margin, 
with a ten dollar bill as profit. 

I eschewed stocks and bought 
coffee. If I had only held and pyra- 
mided “I could have made a for- 
tune,” for in three years coffee went 
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up from 4% cents to 13 cents, and by 
chance I got in near the bottom, and 
it shows how a greenhorn sometimes 
can land all right, for the only reason 
that I bought it was because I saw in 
the newspaper that coffee was cheaper 
than it had been in nearly twenty years. 


* * * 


DAYS went by and I would hardly 

look at the Stock Exchange page 
of the daily paper. Then along came 
the rich man’s panic of 1907, when 
fortunes crumbled and banks and trust 
companies were sacrificed on the altar 
of financial revenge. 

In the cataclysm of October 24, 
1907, there stepped forth the “Man of 
the hour,” the “Savior of the Nation,” 
and he poured forth of “his millions’ 
and “saved the Street.” He was 
lauded from East to West and from 
North to South for his “unselfishness” 
and his “patriotism”—and he bore his 
honors meekly and with humility ; and 
well he might, for it afterwards came 
out that it wasn’t his own money that 
he risked at all, but it belonged to the 
government. 

At this time en the financial 
clouds were blackest, my telephone 
rang and an old friend called me up 
and asked me if I would like to make 
some money. He told me he had some 
“absolutely inside” information from 
a powerful source. I put up $500 and 
he put up $500, and we bought 100 
shares of Northern Pacific at 110. We 
were told it would go to 130. 

When it got up to 129 he rang me 
up and told me that he was told to 
hold it for 135. 

“All right,” said I. It went down 
to 122, then up to 135 as he had pre- 
dicted and we sold and I got back my 
original $500 margin and a nice profit. 
In a few days, another tip came. 

“Would I like to try it?” 

I would and in a few days I had 
made $300 more. So on it went. 
Every tip came true. I was now 
ahead of the game, and still I went on 
winning. It was great—the exhilara- 
tion—often making two, three, even 
four hundred dollars in a day. 

(To be concluded.) 














Analysis of Recent Market Conditions 


An Experienced Trader Shows How the Temper of the Market 
Was Gauged from Week to Week 
By SCRIBNER BROWNE 








AST month’s review was written on 
Saturday, October 11, and my con- 
clusion then was that “we should 

get at least a sharp rally pretty soon, 
but down to the moment of writing there 
are no definite indications of a turn for 
the better.” 

There was renewed liquidation on the 
14th, the 13th having been a holiday. On 
the 15th came a weak and lackadaisical 
rally. On the 16th and 17th prices again 
sagged lower, but the fact that volumes 
fell off again and that the market did not 
break out of its narrow channel led me 
to feel that the rally was then overdue. 

The short interest was big—that was 
something that everybody knew, but the 
shorts were all hoping that further liqui- 
dation would break loose and give them a 
good chance to cover their requirements. 
The moderate liquidation on the 14th en- 
couraged them to hold to their position ; 
but additional liquidation failed to appear 
as prices declined further. That was the 
story told by volumes and price-range on 
the 16th and 17th, as shown on the dia- 
gram herewith. 

The rally of the 18th was not sharp 
enough to disturb the shorts seriously, 
but on the 21st the situation blew up and 
some big shorts who had a profit in their 
trades bought stocks on a large scale at 
higher prices. The trade in Steel com- 
mon on this advance was very heavy— 
surprisingly so in such a narrow market. 

* * * 


BY the 28th the rally had about “pe- 

tered out” and transactions had 
fallen to a very small volume. I did not, 
however, see much indication of realizing 
by investors or by long-pull bullish spec- 
ulators. I figured that if we had had 
such realizing in any important volume, 
the total of the transactions would have 
increased on the decline of the 23rd, or 
at any rate on the reaction of the 28th. 
But on the latter date the total volume for 


the day was less than half what it had 
been on the advance of the 21st. 

The shorts were making the fluctua- 
tions. Investors and big bull speculators 
were simply apathetic, not yet ready to 
buy in any large quantities, but by no 
means in the mood to sell their previous 
holdings on such a small advance. 

* * a 


‘T HERE was very little help for me in 

the news during the above move- 
ments. The banking situation was show- 
ing slight but very slow improvement— 
not enough to warrant taking any strong 
position on either side. The Mexican 
mess was apparently getting a little worse 
all the time, but our sources of news on 
that matter were so slender and unrelia- 
ble that I didn’t care to act on it one way 
or the other. I was obliged to form my 
judgment almost entirely from the tech- 
nical position of the market. 

Neither the depression in prices, which 
touched its lowest point early in the ses- 
sion of Saturday, the 18th, nor the rally 
of the 21st, was traceable to the news ex- 
cept in the broadest and most general 
way. We might say that the general po- 
litical unsettlement, the uncertainties of 
the new tariff and the proposed currency 
bill, and the unpleasant complications into 
which we have drifted in connection with 
the President’s well-meant efforts to help 
the Mexicans run their politics to his sat- 
isfaction, all operated toward lower 
prices ; but nothing that happened on any 
particular day could be definitely picked 
out as the cause of the fluctuations. 

It was noticeable that the volume of 
trade on the bulge of the 21st was the 
largest of any day for a month previous, 
and that there was no special news to 
cause the advance. This struck me as 
showing the extent of the short interest ; 
but a market can go down a good deal 
with a big short interest in it, provided 
nothing occurs to alarm the shorts. 
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With the most urgent shorts out of 

the way, prices again began to sag 
little by little, without much liquidation, 
but with few buyers. By Nov. 6, the 
shorts began to recover their courage and 
to help things along by cautiously enlarg- 
ing their lines. 

By this time Mexican affairs appeared 
to be approaching a crisis, and it was 
known that the Steel statement would 
show a sharp decline in unfilled orders. 
Selling of Steel was very heavy on the 
6th, but the price showed a degree of re- 
sistance that rather surprised me. In 
fact, from then until the 10th Steel com- 
mon remained relatively stronger than the 
rest of the market. 

In view of the reduced tariff and the 
falling off of unfilled orders, it is curious 
that Steel holds up as well as it does. 
There are a lot of investors, however, 
who still have great confidence in that 
stock, and believe that when it gets down 
near 50 it is safe to buy and hold. 

* > * 

ON the 10th the newspapers were busy 

starting a war with Mexico, Eng- 
land was reported to be backing up Hu- 
erta, and so on, and a good deal of gen- 
uine liquidation broke loose in the mar- 
ket, carrying prices down sharply. The 
declines were mostly in relatively inact- 
ive stocks. This was because the active 
stocks contained the largest short in- 
terest. The imminent failure of a well- 
known Wall Street house may also have 
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had something to do with this selling of 
investment issues. 

From October 28 to Nov. 8 prices 
formed a very narrow “channel,” out- 
lined by the light lines on the diagram 
The decline was not as steep as that 
which ran from October 2 to 17. This in- 
dicated to me that the pressure of stocks 
was relatively light during that period. 
But on the 10th prices broke over the 
line in a rather slumpy. fashion. 

A normal rally occurred on the 11th 
and 12th, but down to present writing 
there are no indications of a turn in the 
trend. 

* + + 
VIEWING the prices and volumes of 
the last two months broadly, the im- 
pression left with me is that of a minor 
liquidating movement, rather than a part 
of a prolonged bear market. 

Prices advanced steadily for three 
months previous to the middle of Sep- 
tember. In the two months since then 
they have lost nearly all the gain. But 
during the decline the market has been 
so narrow and the trade so small that it 
doesn’t seem to me to signify any large- 
scale liquidation. 

We have just had an illustration of 
this by the action of the market on the 
10th of November. News that really 
had to be classed as bordering on the sen- 
sational, did not demoralize the market. 
On the contrary, shorts who attempted 
to cover near the close found themselves 
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obliged to bid prices up sharply in order 
to get any stocks, so that the close was 
near the mean point of the day’s fluctua- 
tions. Steel common even gained % 
point for the day. 

In a word, it strikes me that the mar- 
ket, on the present showing, should be a 
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sale on the rallies, but I should expect 
that downward progress would be slow. 
It is doubtless unnecesssary to add that 
as this opinion is formed from the action 
of the market from day to day, it might 
have to be revised or reversed at any 
moment. 














Traders and Their Methods. 








OMING down town in the subway 
the other morning, my neighbor 
and I were discussing ways and 

means of making money in the market. 

The conversation turned to the advisabil- 

ity of averaging when you are wrong. 
“I’ve had all I want of averaging,” 

said he. “In 1907 Union Pacific looked 
cheap to me after it broke below 150, and 

I bought some. At 138 I averaged, also 

at 135. When it made 124 it looked dirt 

cheap, and I bought more. At 108% I 

had lost practically every dollar I had. 

Averaging is all right nineteen times out 

of twenty, but the twentieth time you go 

broke. 

























* * * 


“T have a friend operating in cotton 
who makes good money by entirely dif- 
ferent methods. He only goes into the 
market three or four times a year. He 
watches the market closely until it 
reaches a point where it is over-bought 
or over-sold at what he considers a turn- 
ing point in the main move. Trading 
rather heavily, his operations influence 
the market and he often succeeds in 
starting a movement in a direction favor- 
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able .to him. But if he finds himself 
wrong, as indicated by the ease with 
which he is able to buy or sell such a 
large quantity, he quickly closes out at 
a small loss and waits for a better situa- 
tion. He is more often right than wrong, 
and when he does take a profit it fre- 
quently runs into fifty or seventy-five 
thousand dollars. 
* * * 


“I have watched one of the big players 
in cotton and found he likes to pyramid 
with his profits. He doesn’t risk much 
at the start, but he keeps buying or sell- 
ing, and if it goes his way he makes a 
killing. His principal weak point is his 
tendency to overstay his market ; thus he 
misses a good part of his profits at times. 

* * * 


“T know a big stock trader who does 
the same thing, only he will let a pyra- 
mided trade run into a loss, and I’ve 
known him to lose $100,000 on a single 
trade. His mistake is worse than letting 
a profit get away from him, for he will 
stand still with a pyramid instead of clos- 
ing it out when it begins to go wrong.” 























Supplementing “A Sign of Bull Moves’ 


By FRANK H. TUBBS 








N the issue of this magazine of De- 

cember, 1909, was an article entitled 

“A Sign of Bull Moves.” Demand 

has come that the record begun in that 
article shall be brought up to date. 

The intention of this study was to de- 
tect when there is scarcity of stock, from 
which cause a bull move is inevitable. 
The measure of the market used as in- 
dicator of scarcity was.(and is) a group 
of ten railroad stocks and comparison 
of their aggregate daily range gave sig- 
nal. Details of daily action were given 
that speculators might judge the move 
surely whether the signal was the right 
one or not. While the idea had value 
(which has been proven by the reports 
of several subscribers that they made 
money through its use) it was not ex- 
pected to supply a mechanical system for 
all speculation. It had enough within it 
to lead to intelligent trading at certain 
times. 

The record of the preceding article 
covered a period of two years, from 1907 
to 1909, and showed that its suggestion 
could be used eight times during that 
period. There have been four years 
since December, 1909. We now propose 
to review the times when the evidence 
formerly described has appeared to show 
what result may have come from its use, 
to give clearer description of the idea so 
it may be understood more generally, and 
to explain what may be expected from it 
in the future. 

Definitions of the word “principle” 
are: “the cause, source or origin of any- 
thing; a settled law or rule of action.” 
An idea, comprehensible by ordinary in- 
telligence, must form basis of a settled 
law and that in turn be founded on a 
definite cause. The more I study the 
market the stronger grows my under- 
standing that controlling causes of action 
lie in volumes of trading which are in- 
fluenced by supply and demand. Ranges 
must, therefore, be used in connection 
with volumes. With the two it is pos- 
sible to reach, approximately, intention 


of manipulators of the market. In that 
study we can form the best understand- 
ing of the working of a principle, a 
cause, or even a settled law or rule of 
action. 

It will be realized at once, that un- 
derstanding comes only through serious 
study. The stock market is no trifle. 
Superficial thinking never gave any man 
a sensible, not to say “safe,” form of 
speculation. Study of the market calls 
for work, reasoning, and positive opin- 
ion. Through such we reach principles. 

The rule deduced by first study of our 
subject in hand was “a prolonged series 
of narrowing days, coming down so that 
the average range per dav of a group of 
active stocks becomes less than one 
point, demonstrates that stocks are 
scarce and that scarcity will necessarily 
produce a rise.” That rule, although the . 
principle on which it is based holds good, 
must be modified in one important par- 
ticular; in that which says when ranges 
become less than one point. 

In referring to the record of the work- 
ing of the principle during the last four 
years, the need of this modification will 
be noted in connection with the work at 
several times. This change has come 
through the restraining rules of the 
Stock Exchange which lessen so greatly, 
manipulation through matched orders, 
wash sales and similar artificial devices. 
Periods with daily ranges of less than 
one point are now common. 

Our measure is in a chart composed of 
ten railroad stocks. Those which I use 
are, Atchison, Canadian Pacific, St. Paul, 
Erie, Missouri Pacific, N. Y. Central, 
Pennsylvania, Reading, Southern Pa- 
cific and Union Pacific. Add the open- 
ing, high, low and closing quotations of 
each of these stocks and divide their 
sums (each separately) by ten. For the 
purpose of obtaining the daily ranges 
only the average high and low are 
needed. The difference between the 
average high and low constitutes the 
range. For instance, yesterday had the 
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average high of “Ten Rails” 109.82 and 
the average low, 108.07. The range of 
the day, therefore, was 1.75. To use the 
knowledge of our principle one must 
keep, regularly, the record of daily 
ranges. He should also keep record, 
daily, of total volumes. 

The first time in 1910 when the market 
narrowed enough to have the daily range 
less than one point and series of succes- 
sive days was in February, lasting till 
March 4. Even in that series, from Feb- 
ruary 21 to March 4, there were three 
days when the range was over one point. 
However, it indicated that stock was 
scarce and sharp rally followed, of short 
duration, but it allowed 6 points pvofit 
in Union Pac. and 3 to 4 in Reading, 
Copper and Steel, the most active stocks. 
Every time a principle exerts its in- 
fluence there is something to be learned. 
Also whenever it fails to get the usual 
result, one can gain knowledge by learn- 
ing the cause of failure. There is posi- 
tive reason behind a principle. Details 
of this demonstration furnish effects. 
Through effects we may trace back to 
causes. 

The small, sharp rally, in March, 1910, 
had to ane this lesson: although our prin- 
ciple showed scarcity of stock, largely 
increased volume on the rally, especially 
at the end of the third day, showed a 
supply was coming from somewhere. I 
have learned, through watching the de- 
tails, that the trader, even if he does have 
a guiding principle, must act when he 
realizes that something is occurring that 
shows the expectation given by the prin- 
ciple at the time, has been fulfilled. 

In June, 1910, came another series of 
narrow days, with range less than one 
point. With three days interspersed 
which had ranges a little over a point the 
series lasted from June 11 to 23, or 11 
working days. It had all the indications 
that stock was scarce and one was justi- 
fied in buying for goodly rise. But, it 
failed completely. Always look for the 
lesson. Failure often has as much men- 
tal profit as success. I could not then, 


and cannot at this writing, see why man- 
ipulators prepared for that rise and gave 
it up suddenly. 

Following this failure to respond to 
the principle came the very large decline 
which culminated July 26, 1910, which 
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was the low of that year. In the final 
break of the decline it was reported that 
insiders had taken over several hundred 
thousand shares from a well-known syn- 
dicate. It is probable that the decision 
to eliminate that syndicate was made 
suddenly and that the arranged cam- 
paign was abandoned to accomplish it. 

A failure to see such change enforces 
the belief that, even if working on a 
principle, stop loss protection must be 
used. How that shall be is to be deter- 
mined by individual traders. There have 
been so few failures to respond as ex- 
pected in the working of this principle, 
that no rule about the amount of stop- 
loss can be. devised. I would call three 
points all that should be risked and re- 
gard that as more than enough. The 
place for putting stop-loss, however, is 
not at a given distance from the traders 
price for entrance but (for hoped for bull 
moves) just below where support or ac- 
cumulation has already been shown. 
That is, just below the low quotation on 
the last preceding dip. 

It was in 1910 that the Exchange be- 
gan to restrain the flagrant artificial 
transactions in matched orders and the 
like, and the necessity of paying the 
State Tax became realized. This tended 
to lessen average daily volumes and, 
therefore, ranges. It prevented exag- 
geration both ways. That is, daily 
ranges as a rule became smaller and it 
also prevented the extremely narrow 
ranges which had sometimes come. 
There had been days, when from policy, 
no wash-sales could be used and the 
range on such days often shrank to less 
than half a point. There have been few 
days of extremely small range during 
the last three years. 

It was in 1910 that I reformulated my 
way of describing the evidence of the 
working of the principle into this: 
“When a protracted series of narrow 
days comes with small volume and on 
about the same level, the market is due 
to rise. I have had no reason to change 
that. I would call attention to the phrase 
“on about the same level.” Study of the 
many times when one is led to suspect 
that there is scarcity of stock shows that 
when sagging appears day after day dur- 
ing the series of narrow days there is 
likely to be a drop. My interpretation of 
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that is that during such sagging insiders 
are putting out short lines cautiously, 
just enough to keep from breaking the 
market and if they have done so they 
will obtain a break on which to cover. 

September, 1910, gave the next long 
series of narrow days. My “Ten Rail” 
indicator held within a range of about 
two points for over a week and, of the 
two, had ascending tendency. Rise fol- 
lowed till the last of October, in which 
Union Pacific rose 12 points, Reading 17, 
Copper 8, and Steel 12. Surely, an idea 
which enables one to get a good share of 
the profit from such a rise is valuable. 

In the preparation for this rise, early 
in September, 1910, came another idea 
which has been useful as confirmatory 
evidence that the series of narrow days 
indicated rise and not decline. From 
July 26 to August 16, about three weeks, 
there was a violent recovery from the 
low of July. The series of narrow days 
in early September was on a plane about 
midway between the low of July and the 
high of August. To put it in figures the 
“Ten Rail” indicator had 105.56 for low 
on July 26, and 118.97 for high on Au- 
gust 17. Half way back would be 112.27. 
The narrow series in September was be- 
tween 112.30 and 113.75. 

Since then each large rise from a 
series of narrow days has had its pre- 
paratory series, or the evidence of scarc- 
ity of stock, about midway of a preced- 
ing rally and I am therefore ready to 
accept that location of the narrow range 
series as pretty certain indication that the 
narrow series is to precede bull moves 
and not bear. I do not say we always 
have had, or will have, such confirmatory 
evidence, but when we do have it I am 
ready to trust it and trade accordingly. 

Bull moves do not follow each other 
without good reactions and just after 
there has been a good rise following a 
series of narrow days I do not look for 
immediate preparation of another. It 
may come, but real bull moves are liable 
to be some months apart. All through 
the winter of 1910-11 there were many 
narrow days and sometimes several in 
succession but, because of this idea I 
suspected their value as indicators. 

It was in April, 1911, that very strong 
evidence of “coming bull move” was 
given, for there came the series, with 
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rather ascending tendency and that al- 
most on a level which had been main- 
tained several days in early March. My 
reasoning was “A week or more spent 
on this same level as was lowest in 
March shows that there is no pressure to 
sell.” Evidence was not complete be- 
cause volumes were comparatively large. 
It proved, however, to be the base for 
pretty good rise. The second week of 


‘May had a confirmatory series, with 


small volumes and the rise continued till 
June 26. During that rise Union Pac. 
made 15 points, Reading 10, Copper 10 
and Steel 5. 

It would be interesting to study each 
time that suspicion was aroused that the 
principle was manifesting itself, but that 
would use too much space. Sometimes, 
the suspicion led to the belief that all was 
right for a bull move. At other times, 
subsequent tactics showed the hope of 
bull move was not justified. Every case, 
however, had very much of interest to 
the student. While we must not expect 
to build a system of trading on the idea 
of which I am writing, enough comes 
up in the study of its appearance and 
working to warrant keeping it constantly 
in mind. Dozens of suggestive thoughts 
come in this study, many of which help 
establish opinion on which to act or show 
the principle is not working. The lat- 
ter is as valuable as the former because 
the market moves up and down and if 
it is not to go up something may be done 
in the reaction. ‘ 

We must stop at one place and exam- 
ine that which furnishes the most per- 
fect example I have yet seen of the way 
the principle works. That was in Feb- 
ruary, 1912. A whole article might be 
written on thoughts suggested by action 
during that month. I shall point to a 
few and have the purpose in mind to 
show the students where to look for 
evidence. 

The narrow series began February 2 
and lasted till March 2, twenty-four 
working days. My record contains noth- 
ing, before or since, to equal that. The 
largest range on a day was 1.04, the 
smallest .32; the average .58. The larg- 
est volume on a day was 537,000 shares ; 
the smallest 86,000; the average 282,000. 
The range of the whole series was just 
two points. Never at other times has 
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the market held a month in so limited 
range. 

I have already said that I particularly 
value the formation of a series at a place 
about mid-way back in the preceding 
rally. From August 10, 1911, to No- 
vember 24, occurred the rise. The low 
of the former date was 110.93. The high 
of the latter, 121.89. The mid-way 
point, therefore, was 116.41. The low 
of the reaction to the base of the long 
series of February, 1912, was 115.87, 
only about one-half point from the exact 
center of the preceding rise. I advise 
students not to expect that such accuracy 
will come often. 

One of two things is true regarding 
the selection of this place for prepara- 
tion for bull move, either of which has 
tremendous import: Insiders are united 
in selecting time, place and manner for 
preparing and performing everything 
great, or the market is responding to 
positive scientific rules which are, as yet, 
little. known. The grand bull market of 
1912 had its inception previous to Au- 
gust 10, 1911, and it was carried out with 
a definiteness and system which was 
wonderful. I believe the entire cam- 
paign from August 10, 1911, till Octo- 
ber 4, 1912, was carefully mapped before 
it began and that very few details had to 
be changed during the marches and bat- 
tles. In this market, indicated so per- 
fectly by the idea of this study, Union 
Pac. advanced about 12 points, Reading 
23, Copper 26 and Steel 20. 

During the complete move our indica- 
tion of further rise appeared, one of 
which would have deceived and brought 
a loss to the amount of whatever stop- 
loss was used and the other worked out 
nicely. In June, 1912, for two weeks the 
market held on such narrow range and 
with so small volume as to justify ex- 
pectation of immediate rise. Yet, in the 
second week in July it dropped below 
the range which had been maintained 
during June. That was only the second 
time during the five years that I had 
given the matter study that failure had 
come. It emphasized the advisability of 
using stops or that good students should 
have auxilliary aids to their judgment. 
During the last two weeks of July our 
“Sign of Bull Moves” appeared again 
and this time at a level just above half- 
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way between the top made in the last 
of April and the bottom of the long nar- 
row series of February. If one neg- 
lected to buy in February or if he took 
his profit in April and entered again at 
the time of this indication in July he 
would have done well. Union Pac. ad- 
vanced about 7 points, Reading 13, Cop- 
per 10 and Steel 10. 

From about the first of October, 1912, 
we have had bear market. I do not ex- 
pect to find many extended periods of 
narrow days, with small volume, on 
about the same level, in such markets: 
yet I watch for them constantly. I would 
be particularly careful to obey my rules 
about stops on purchases in a bear year 
for one only can hope that such rise as 
comes is a rally in the bear market. 

There have been a few times since Oc- 
tober, 1912, when our “sign” warranted 
action, if one properly guarded his trans- 
actions, and realizing the general trend, 
accepted moderate profits. One came in 
the last of December, 1912. Another, in 
the middle of January, 1913. A fairly 
good one through the middle of March. 
One which would have failed came in 
May, unless the trader has held carefully 
in mind that the series of narrow days 
must be maintained on about the same 
level. This series sagged, day by day. 

In July, 1913, preceding the large rise 
through August and into September, 
there was a series of narrow days which 
might leave the student in such doubt 
that he would not act. The first half of 
the series sagged, but the last half gradu- 
ally ascended. Perhaps the latter had 
sufficient evidence that there was scarcity 
of stock. It was enough to warrant 
taking chances, anyway. Probably noth- 
ing entirely eliminates the element of 
chance in speculation. Our idea, care- 
fully understood, reduces risks to a mini- 
mum and has real value. 

It seems as if sufficient detail is given 
in the above to permit application of the 
idea in future trading. When to expect 
the principle to show its work, how to 
trade at such time and when to take 
profits are covered. With those three 
items held in mind this idea can be used 
profitably Traders are reminded that 
it is not easy to hold steadfast to a prin- 
ciple or to keep three influencing items 
in mind. 
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More About “Mechanical Methods” 








very full and interesting reply, 

published in the last number of 
your magazine, to a letter of mine anent 
Charts and Chart Reading. 

I think I did not realize how entirely 
automatic a thing some users of charts 
wished to make their trading by them; 
and I am not surprised that some of the 
gentry you speak of have tended to bring 
odium on the whole question of chart 
study. ; 

I look upon a chart as a convenient 
method of summing up what has gone 
on in the market for a day or a week 
or a month past, and you answered the 
real question in my mind, if not in my 
letter, when you said: “Nothing is of 
more value than a study of the market’s 
movements from day to day.” That is 
the crux of the matter, and your reply 
is in accord with my own observations 
up to the present time. 

You will pardon me if I still maintain 
in the face of Mr. Selden’s denial that 


PN me to thank you for your 


the fluctuation of prices from hour to 
hour, day to day or month to month is 
an accurate register of the supply and 
demand for stocks existing at that time. 
If it is not, then economists have been 
barking with uncommon unanimity up 
the wrong tree for a great while past, 
or else stocks behave in a manner vio- 
lently contrasting with that of other 
commodities. For price has always been 
held to represent the exact resultant be- 
tween the-respective needs of buyer and 
seller, in all fields of bargain and ex- 
change, except where monopoly or some 
other form of artificial restraint has pre- 
vented a natural balance from being 
struck. And one of the great arguments 
in favor of organized speculation and 
exchanges is that they offer the best pos- 
sible means of obtaining the closest ap- 
proximation to the exact price repre- 
senting that balance, between the largest 
number of buyers and sellers at any par- 
ticular time and place. 

Personally I do not believe that stocks 



































are any exception to the general laws 
governing commodities.—R. S. K. 





There is an interesting point here 
which is worthy of a little further dis- 
cussion. I quite agree with your state- 
ment as given above, in the sense in 
which you undoubtedly mean it. The 
price of anything which is traded in on 
an exchange is “an accurate register” of 
the effect of supply and demand. But 
it doesn’t show the quantity of such sup- 
ply or demand. 

For example, suppose the tape says: 
U. S. Steel 1,000, 56; 200, 5574; 300, 
56; 2,000, 56%, etc. We see that there 
was a supply of 200 shares at 557% and 
a demand for at least the same amount, 
but we have no way of knowing how 
much greater the demand was at that 
price. The total of the bids at 55% 
might have been only 500 shares, or it 
might have been 10,000 shares. On this 
point the price tells us nothing. 

In the same way the price of 56% 
might have been the result of bids for 
25,000 shares and offers of 2,000, or of 
bids of 2,000 and offers of 25,000. 
Hence, while the price registers the ef- 
fect of supply and demand with absolute 
accuracy, it does not show us what either 
the supply or the demand is at any time. 
And the latter is the point that would 
aid us most in judging the future move- 
ment of the price. 

Your previous question, which I stated 
didn’t seem to me to represent exactly 
the correct point of view, was, “What 
is a stock market chart but a line show- 
ing the fluctuations in the ratio of sup- 
ply and demand for stocks, just as Mr. 
Selden’s chart shows the ratio of the 
supply and demand for credit?” 

Now, the graphic which I use in con- 
nection with the “Market Outlook” in 
this magazine is entirely based on quan- 
tities—the amount of deposits, loans and 
reserves—while the ordinary stock mar- 
ket chart does not show any quantities 
at all, but is based solely on the price. 
And I don’t know how to construct any 
chart that would show the quantity of 
demand for stocks or the quantity of 
supply. 

The form of diagram used by Scribner 
Browne in his articles in this magazine 
is an effort in that direction, and is of 
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some value, but is far from reaching 
the above ideal. Such a chart cannot be 
constructed because the quantity of bids 
and offers is not recorded, and could not 
be, under the present stock market sys- 
tem, or probably under any system that 
would be workable in practical use. 

The point is that no just comparison 
is possible between a chart of the price 
of a stock and a graphic based on the 
quantities of deposits, loans and re- 
serves.—G. C. S. 





I read with much interest the article 
headed “Mechanical Methods” in your 
November issue, and I am inclined to 
give you my experience in the stock mar- 
ket in the past two years, for the benefit 
of your readers. 

First, I have cleared up ten thousand 
dollars clean profit without using any of 
that humbuggery, charts, graphics and 
what not. I have subscribed to your 
trend letters, which have been a great 
aid to me, and I must advise all market 
speculators or investors, “If you want 
to come out on the right side in dealing 
in the market, do as I do—take The 
Trend Letter, read it over, then in con- 
junction with it use your own good 
judgment, and by putting the two to- 
gether you will win out.” 

Since January 1, 1913, I have not 
made a loss, although I have been in 
and out of the market a great many 
times. 

Now, the only plan I have found suc- 
cessful, and which can be followed by 
all operators successfully, is when you 
buy stocks long or sell them short, put 
up margin enough so that if they go 
down or up twenty or thirty points you 
can carry them. 

I always see my trade through to a 
good profit. True, sometimes I have to 
wait three or six months until they reach 
a figure showing a good profit, then I 
close out. 

Now, my advise is, if you want to be 
successful in the market, (1)* don’t buy 
or sell more stocks than you can afford 
to carry; (2) don’t use stops of any 
kind; (3) no matter if you see the mar- 
ket go against you ten or fifteen points, 
don’t get discouraged—have patience, 
hold on and they will finally reach a 
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point where you can get a good profit. 

I have tried many systems for the past 
ten years and until I followed out this 
plan made little or nothing in the mar- 
ket ; now I am satisfied my present plan 
is the only way to make money in specu- 
lation in stocks. 

It makes my heart ache sometimes 
when I am in my broker’s office to see 
men buy one, two, or three hundred 
shares of stock, put a stop loss order in 
at two or three points, and inside of 
three days lose three hundred to a thou- 
sand dollars when, if they had a little 
patience and nerve, by holding their posi- 
tion say for a month or two, sometimes 
even less time than that, they would 
have as much profit or more than the 
amount they lose by putting in stop loss 
orders.—Up-to-DaTE TRADER. 





Your plan is all right, provided you 
pay for your stocks in full, or possibly, 
in some cases, with 50 or 60 per cent.— 
not points—margin. In other words, 
the investor can operate successfully in 
this way, but the trader, even though 
he uses 20 or 30 points protection, will 
some day get very badly hurt. 

For example, in the summer of 1907 
many people were bullish, and there 
were, of course, upturns in the market 
that would have warranted the active 
trader in taking the long side. Union 
Pacific, a sound 10 per cent. stock, then 
selling around 150, looked reasonably 
cheap. But in the fall of the year it fell 
to 100, and when it was selling at 100, 
it was very difficult to get any broker to 
carry stocks on margin at all. Your only 
safety then would have been in the abil- 
ity to take up your stocks and pay for 
them in full. ' 


If you had been a bull at that time, 
you could have taken a dozen losses of 
three points each and still have been 
finally in a better position than if you 
had held your stocks stubbornly through- 
out the entire decline. 

The same thing applies on the bear 
side. A price of 180 looked fairly high 
for Union Pacific in the fall of 1909— 
yet it went steadily on up to 219. 

The trader expects to be wrong some- 
times and he may be very sure that his 
expectations in this respect will not be 
disappointed. His whole system of do- 
ing business is based on the idea that he 
will sometimes get a profit and some- 
times a loss, but in the long run his 
profits will exceed his losses. And if his 
profits are to exceed his losses, he must 
limit the losses to relatively small pro- 
portions. 

We would prefer to modify your rules 
as follows: 

(1) If you are unwilling to take a 
small loss in case the market goes against 
you, buy only when stocks are very low 
and then pay for them in full. Sell short 
only when prices are high, and stand 
ready to protect your short sale with a 
sum equal to nearly the full value of the 
stock sold. 

(2) If you are going to take a trad- 
ing position, trying to catch the ten and 
twenty point swings in the active stocks, 
protect yourself against big losses by 
using a stop order. 

We have settled on three points as the 
biggest loss we are willing to advise 
Trend Letter subscribers to take, but the 
exact amount of the risk on each trade 
is to some extent a question of trading 
methods and of the activity of the stock 
dealt in. 





Bank Statements. 


- Regarding excess deposits and surplus re- 
serves, where can I get these res to con- 
tinue chart in your “Market Outlook”? What 
banks are they and when do figures come out 
and where can I get figures here (Los 
les) >—W. S. M. 

ou can get the pores showing loans, de- 
sits and reserves for the banks alone, not 


including the trust companies, from several 
New York papers—the Saturday edition of the 
New York Evening Post, for example; or the 
Sunday Times. 

We doubt if these exact figures are sent to 


Los Angeles by wire, but the total figures for 
the N. Y. Clearing House banks and trust 
companies together are doubtless given in 
your local papers, and from these you could 
form a fair estimate of the figures for the 
banks alone, after you become a little accus- 
tomed to handling the figures. 

The reason, of cou why we do not in- 
clude the trust companies in the res as 
shown on the graphic in our “Market Outlook 
is that these total figures are only available 
for a few years, so that it is i sible to 

e¢ comparisons far enough to be of 
much value. 





- 














Computation of Volumes. 


I have been a student of the market since 
the year one of your magazine and there are 
one or two things I'd like to see explained. 

Why does the volume of sales taken from 
any one paper differ from all other papers, 
and why, in the Sun, for instance, does a foot- 
ing of the ‘individual’ transactions always 
differ from the ‘sales’ tabulated under ‘High 
and Low Prices’? The discrepancy runs as 
high as 20 per cent. in some cases. 

Which is right?—C. D 

In the evening papers the figures have to be 
compiled so hastily that some errors result. 
A large force of men work from a number of 
different tickers. Continuous quotations are 
compiled by some of these men and totals are 
made up by others. The tickers themselves 
also disagree somewhat on volumes, through 
imperfect printing. In short, all volumes are 
approximate, and no very high degree of ac- 
curacy is possible in computing them. 





Wheeling & Lake Erie Equipment. 

Your comments on the equipment of the 
Wheeling & Lake Erie on page 475 of your 
October number are hardly fair and not cor- 
rect. You say that no locomotives have been 
purchased in 8 years and no cars in 9 years. 

In March, 1913, the Receiver made con- 
tracts for the purchase of 1,500 50-ton steel 
hopper gondola cars and 20 consolidation loco- 
motives at a total cost of $2,284,032. By Sept. 
1 all of the locomotives and 1,114 of the cars 
had been delivered, and no doubt all of the cars 
have been delivered before this time. You 
can verify these figures by reference to the 
company’s annual report for the year ending 
June 30, 1913.—W. M. 

We are always glad to receive such cor- 
rections as these. The statement referred to 
was in our “Investment Digest,” and was 
quoted from a leading financial paper. We 
consult only the best sources in preparing the 
Digest, but of course cannot guarantee their 
unfailing accuracy. 


Interpreting Financial Conditions. 


_ In the article by Mr. G. C. Selden, “Invest- 
ing for Profit,” in the November, 1912, issue 
of Tae Macazine or Watt Street, I would 
be pleased to know, in figuring net earnings 
per mile on railroads, if the Net or Total Net, 
as given in the.Jnvestors Pocket Manual, is 
used. In writing you I also wish to mention 
I am very much interested in the article by 
Mr. G. C. Selden, “The Art of Interpreting 
Financial Conditions.” I would like to con- 
tinue this chart but it involves so much work 
I find my spare time would be taken up too 
much, which is probably the case with a good 
many of your readers. I would like to suggest 
to have you continue this chart and keep same 
up to date in Tae Macazine oF WALL 
Street.—A. S. 

The total net earnings should be used. 

We thank you for your suggestion in regard 
to apy | graphics of financial conditions 
down to date. It is very likely that we may 





be able to work out some plan of this kind a 
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little later. In the meantime, we would be 
glad to hear from any other readers who 
would be interested. 





A Banker’s View. 


We hope to be enlightened some from read- 
ing your magazine. At er we are strictly 
opposed to taking stock in a federal bank, 
and are opposed to depositing 5 per cent. of 
our reserve funds in a federal bank unless 
we get the same interest on our balances that 
our reserve banks are now paying, 2 per cent., 
and we are opposed to surrendering our cir- 
culation unless the government will give us 
our choice, to be paid in cash, or 3 per cent. 
bonds. We paid cash, in good money for our 
bonds, and we ought to have cash for the 
bonds if we should want it. . If the govern- 
ment pays in anything that is not at par it 
will be repudiation to that extent. The system 
we have has stood the test for 50 years and no 
man has ever lost a dollar on account of it. 
We hope the new system will turn out to be 
as good as we have at present. Some of the 
wise men say the new system will prevent a 
panic. You might as well invent a system 
that will prevent an epidemic. If a panic is 
coming it will come—Awn Ixirwois BANKER. 





Allis-Chalmers. 

In March, 1912, I purchased 10 shares of 
Allis Chalmers common at 1%. On April 6 
I purchased 100 at 2 and on April 29, 40 at 
1%, and have paid in all instalments to date. 

In getting account, however, from my broker 
here, he claims that under the reorganization 
— I was given 15 shares of preferred and 
2% shares of common. Is this correct? Am 
I compelled to take preferred ?—C. W. R. 

Your broker is right in telling you that you 
are entitled to 15 shares of preferred and oy 
sharescommon Allis-Chalmers. The reorgani- 
zation plan provided that the old common 
should pay $10 per share and receive 10 per 
cent. of the old shares in new preferred and 
35 per cent. in new common. As you are 
holding 150 of the old shares, you will see the 
percentage of each is exactly what your broker 
tells you. The fact that you hold the preferred 
makes your allotment all the more valuable, 
as it is reasonably assumed that the preferred 
will have a greater market value in the near 
future than the common. The old company 
has practically ceased to exist, the new com- 
pany having purchased all its assets. The 
market value of the smaller number of shares 
will be found to equal that of the old. The 
latter will shortly be stricken from the Stock 
Exchange list and the new common and pre- 
ferred regularly listed. 


Tariff and U. S. Steel. 


Thomas Gibson, in his “Cycles of Specula- 
tion,” says: “A reduction of the present tariff 
on Iron and Steel, for instance, would ma- 
terially lower, if not destroy, the value of 
many of the common stocks of steel manu- 
facturing corporations.” Byron W. Holt, 
Chairnian of the Tariff Reform Committee of 
the Reform Club, in your issue for October, 
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1913, estimates the loss to the Steel Cor- 


poration through tariff reduction at $40,000,000 


“ 


and says: therefore do not expect the 
present 5 per cent. dividend to continue even 
one year longer. I expect to see Steel com- 
mon selling below 40 before the end of 1914.” 

An expression of opinion by your magazine 
as to the correctness of the foregoing views 
would doubtless be of the greatest interest to 
your readers and subscribers.—H. B. S. 

We see no reason to doubt the substantial 
correctness of Byron W. Holt’s estimate as 
to the loss U. S. Steel is likely to suffer as a 
result of the reduced tariff. 

In regard to the ability of the corporation 
to pay a dividend on the common stock, we 
should perhaps be a little less emphatic than 
Mr. Holt. The corporation has greatly 
strengthened itself during recent years by 
liberal ee of earnings to improve- 
ments and betterments, new machinery, more 
efficient methods, etc. What it will be able to 
accomplish in the way of reduced wages and 
other economies under the stress of necessity, 
it would be difficult to say. The question of 
payment of a dividend is so complicated, and 
is affected by so many other factors besides 
the tariff, that it is practically impossible to 
make a dogmatic statement in regard to it. 
This applies still more, of course, to the 
probable future price of the stock. 

You will find some remarks on this subject 
in the department headed “Iron & Steel 
Situation” in the November issue of the maga- 
zine, 





London Prices. 


Can you tell me how to translate London 
ag on United States prices on stocks?— 
G - 


All London prices of stocks are quoted on 
the basis of exchange being $5 to the pound. 
Thus $100 ger is equivalent to £20 Sterling. 
The rule followed by brokerage firms here is 
to multiply the London price by the New York 
price of demand Sterling and then divide the 
result by the figure 5. For instance, with 
exchange at 487% and the London price 75, 
you multiply the two numbers together and 
divide that product by 5. You will thus get a 
New York equivalent of 73.12, which would 
be regarded as 73%. 


We Get Lots of These. 


I have never found a better financial maga- 
zine than THe Macazine or WaALt Street, 
and I have read and take quite a good many 
of them.—F. B. 








Some Practical Suggestions. 


I submit a few truths, near-truths, conclu- 
sions, etc., from my experience. 

Perhaps the most important points are the 
trend and the balancing points of reactions, 
which permit close stops. 

timent—offering or bidding—moves the 
market, not market letters, bankers’ and bro- 
kers’ opinions, etc. 
The market moves nearly in cycles, occupy- 
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ing several months at both top and bottom 
of the larger ones, giving the trader plenty 
of time to take profits. 

at comes in strong and profitable at 
all times; but especially when the large re- 
ae are due, as in the bull campaign of 


Am glad to note the balancing points and 
the judgment part were called attention to in 
your November issue. 

I might further say that almost perfect 
trends with not unreasonable reactions are 
occurring quite frequently; for instance, the 
bear trend in wheat and stocks, and the sharp 
bull trend in corn during the making of the 
crop. 

A careful guard is necessary against one’s 
own weaknesses, such as getting in and out 
of the market too often, over-trading, being 
influenced by others, etc. 

Careless trading makes a timid trader, so re- 
member there will be other good opportunities 
and trends if you miss some of them.—Wutis 

Steel Demand and Supply. 

I have been very much interested in read- 
ing an article on “The Iron and Steel Situ- 
ation,” by Frederick Benson in the August 
number of your magazine, especially the fol- 
lowing statement: “Over the past few years 
additional manufacturing facilities have been 
light, whereas the normal demand of the 
country has grown probably forty per cent. in 
six years.” 

Do you not think Mr. Benson has probably 
overlooked the fact that the new plant at Gary 
has only recentlf gone into operation, also 
that the Bethlehem Steel Co. and Jones & 
Laughlin have greatly increased their manu- 
facturing facilities? If you or Mr. Benson 
could send me any figures showing just what 
the additional manufacturing facilities for the 
past six years amount to in percentage of 
total, or refer me to some one from whom I 
could secure these figures, I would greatly 
appreciate it. I would also be greatly inter- 
ested in the figures to support the statement 
that the “normal demand of the country has 
grown probably 40% in six years.”—B. W. 

We referred your letter to Mr. Benson, who 
replies as follows: 

The statement that the normal demand of 
the country has increased probably 40% was 
based largely upon the fact that the output 
of steel—that is, steel ingots, from which the 
generally accepted statistics are made was in 
1906, 23,750,000 tons, while in 1912 it was close 
to 31,500,000 in round numbers. However, 
this does not include steel castings, in which 
there has been an enormous increase along 
with other steel products. The steel ingot 
production, you will note, shows about a 33% 
increase. Steel castings bring up the percent- 
age close to the figure stated. ; 

In discussing so broad a subject as this it 
is understood that round figures, such as the 
percentage used, are the only ones available, 
since it is not easy to make closer calcu- 
lations. The percentage used was not only 
based upon the facts given above, but also re- 




















flected the views of editorial opinion in the 
iron and steel trade periodicals. 

As to the percentage of increase in new 
construction, that would also be difficult to 
state in precise terms as desired. The state- 
ment, however, in the August number that 
“over the past few years additional manufac- 
turing facilities have been light,” was intended 
to convey the idea which is stated in the fol- 
lowing words in an editorial in the Jron Age 
of June 26 last, entitled “Steel Requirements 
and Production Capacity.” 

“An element which has been making for 
strength i in the steel situation for some months 
is that the increase in capacity in recent years 
has been relatively small. his fact appears 
not to be generally apprehended. ‘ 
There is a tendency to overrate the amount of 
new construction which has been in progress 
in the steel industry, through an unconscious 
use of standards which are out of date. . . 
Throughout all the past the consistent rule of 
growth in pig iron and steel has been one of 
percentage over the previous capacity, not one 
of absolute tonnage year by year. 

“It is reasonable to think that demand has 
been materially increased while capacity has 
increased less, and thus the filling of demand 
is spread over a greater period of time. 

“There is reason to conclude that actual de- 
mand has so grown that it closely approxi- 
mates the present capacity and that steadier 
employment is promised for the next few 
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years than has been given during the past few 
years.” 

The editorial, of which the above is only a 
part, discusses the subject rather fully. Your 
correspondent doubtless can easily procure a 
copy of that issue for his fuller enlightenment. 





Purchases and Sales. 


Some newspapers give the detailed trans- 
actions in each stock every day. I want 
to compile the number of shares purchased 
and the number sold of a certain stock, 
say Reading, for the day, and suppose the 
published transactions are something like 
this: 500, 169; 600, 169%; 700, 169%4; 800, 
169%; 900, 16934; 1,000, 170; 1,200, 16954; 
1,300, 170. Is it correct to call each higher 
quotation a purchase and each lower quotation 
a sale? 

For instance, the 600 share lot at. 169% 
would be considered a purchase because 
it is higher than the previous quotation, 
and likewise the 1,200 share lot would be 
a sale, because it is lower than the previous 
quotation. Will you please set me right in 


this matter, or is there some other way 
of getting the result desired?—H. J. 
There is nothing in this higher or lower 
quotation idea so far as we can discover. 
Each transaction is both a purchase and a 
sale, and we do not believe that compila- 
tion which as you suggest would be of 
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practical value to you or anyone, as it 
does not actually represent the excess of 
buying or selling power. Nor can we sug- 





THE MAGAZINE OF WALL STREET. 


gest any substitute, but will be very glad 
to look over anything else you may sug- 
gest. 








TO OUR SUBSCRIBERS. 


When you are in town or in the neighborhood of 120 Liberty St., New York, drop in 
and see us. We should like to meet you personally and become better acquainted. 
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Book Reviews 


New Standard Dictionary of the English 
Language. Over 3,000 pages, 7,000 illustra- 
tions, rx) full page color plates. Funk & 
—— Co. 

This is without doubt the highest achieve- 
ment of the dictionary maker’s art down to 
date. Over 380 editors and specialists were 
employed in this revision, which has occu- 

ied four years’ time and has cost over 

1,450,000. Over 450,000 living words are 
included, all in one alphabetical order. All 
pronunciations are given in both keys—the 
one formerly used by the Standard and also 
that commonly used by school books and 
other dictionaries. Particular attention is 
devoted to use of capitals, division of 
syllables, and compound words. 

A great improvement has been made in 
the location of key-words to contents of 
pages. Key to pronunciation is placed at 
top of page, instead of bottom as hereto- 
fore. Contains 30,000 illustrative quotations, 
7,500 lists of synonyms, and over 23,000 
synonymous terms, also 5,000 antonyms—a 
new feature for dictionaries. 

This dictionary supplies an amazing 
amount of encyclopedic matter in connec- 
tion with the discussion and explanation of 
common terms. Sometimes this matter is 
gathered under one term, as (for example) 
apple, artery, construction, craniametry, 
etc. When terms cannot be thus treated, a 
complete discussion can nevertheless be put 
together from the dictionary by use of the 
excellent system of cross-references. A 
serious use of the work would turn it into 
a brief but comprehensive text-book on al- 
most every subject of human knowledge. 

In the fields of government, sociology, 
economics, the New Standard Dictionary 
defines terms, states theories, describes 
systems, and illustrates all these, in a clear, 
informing, illuminating way. The New 


Standard Dictionary gives not only descrip- 
tions of past theories and conditions but 
also comprehensive though concise state- 
ments of present conditions, present theories 
and movements, so that from its pages 
alone a serious, conscientious student can 
gain liberal education in these capital and 
urgent matters. The terms used in the 
sociological and economic sciences, the sys- 
tems of political and social reform, the 
latest movements (National Progressive 
Party, the initiative, referendum and recall, 
etc.)—all receive definition and exposition. 

The book is undoubtedly the most valu- 
able single English book that can be put 
on the reading table, the library shelf, or 
the business man’s desk. 


The Future of the Working Classes. By 
Roger W. Babson. Bound in leather, 76 
pp., for sale by Macazine or Watt Street, 
price 56 cents postpaid. 

This little volume is based on lectures de- 
livered by the author at London and Paris 
early in 1913. Its character is indicated by 
some of the chapter headings: Can the 
Working Classes Ever Become Prosperous? 
—Do the Working Classes Ever Really Win 
a Strike?—Do the Working Classes Ulti- 
mately Pay All the Taxes?—Organized 
Labor vs. Organized Education—Labor’s 
Only Chance to Win—Upon What Eng- 
land’s Power Depends, etc. 

Mr. Babson’s view is that working men 
cannot secure any permanent advantage by 
strikes, and can gain only by increasing 
their own efficiency so that their part of 
the total production of goods will be larger 
because their contribution to the process 
of making these goods is larger. The book 
deals with economic principles in regard to 
many of which great differences of opinion 
exist. It is not likely that the majority of 
American readers will agree with Mr. Bab- 
son’s views, but they are of interest to 
students. 





Readers frequently ask to be referred to responsible brokerage houses. In making 
such a request, please state what amount you have for investment, or in what sized lots 
you wish to deal. Also state what large city is located most conveniently to you, or if 


you have any preference in this regard. 





We refer our readers only to such houses as we would consider safe custodians of 


our own funds, but of course can take no further responsibility. 


























The Market Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 











N important change occurred in 

banking conditions at New 

York during the first half of 

November—a more radical change, in 

fact, than has been seen before since 
early in 1913. 

This is shown on the graphic, which 
appears on this page, in the sharp rise 
in the line which represents excess of 
deposits over loans (corrected for sea- 
sonal deviations). Reserves have also 
risen, and are now unusually high for 


this season of the year. 
*x * 
A BRIEF examination of the graphic 
shows that at no time in the last 
dozen years has a similar change from 


* 


a deficit of deposits under loans, to a 
substantial excess of deposits over loans, 
after a period of stock market liquida- 
tion, taken place without being followed 
by an upward movement in stocks of 
considerable duration and extent. 

In January, 1904, and in January, 
1908, the movement was a wide one, 
both in excess deposits and in the stock 
market. In August, 1910, a favorable 
start was made, but unusually heavy fall 
demands on the money market brought a 
reverse movement, accompanied by a 
considerable reaction in stocks. But in 
January, 1911, the main tendency was 
renewed. 

The sharp break in stocks in August, 
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1911, was due to causes outside the New 
York money market—heavy foreign 
liquidation on a war scare, and the activ- 
ity of Attorney-General Wickersham in 
trust prosecutions. Yet money condi- 
tions finally won the day, carrying the 
stock market to a new high point in the 
fall of 1912. 
* * * 

THE present accumulation of deposits 

appears to me to be important 
enough to indicate a tendency, not a mere 
temporary fluctuation. It is notable for 
appearing at a time of the year when 
such accumulations are not usual. The 
beginning of such a movement has or- 
dinarily come either in the middle of 
the year or after January 1, not in the 
midst of the crop-moving season. 

Of course, the $33,000,000 crop-mov- 
ing money deposited by the Secretary of 
the Treasury in the banks has helped 
in permitting an accumulation at this 
time. The question naturally arises, Will 
not the withdrawal of these deposits re- 
sult in reversing the tendency? Is not 
the present accumulation in part com- 
posed of borrowed money? 

My answer would be that the Treasury 
deposits have aided in starting the ac- 
cumulation sooner than would otherwise 
have been the case, but that the slowing 
down of business and decline of the 
money rate will result in still further in- 
creasing the excess of deposits after 
January 1 so that the gradual withdrawal 
of the Treasury money will not be likely 
to cause any important downward move- 
ment of the line on our graphic. 

* * * 
OREOVER, the conclusion that we 
are now in for a further accumula- 
tion of capital is not by any means based 
on this one factor alone. Many other 
things point in the same direction. 

One of the most important is the im- 
provement in money conditions abroad, 
shown in the greatly increased gold hold- 
ings of foreign banks at a season of 
the year when a decrease would ordi- 
narily have been expected, and in the 
consequent fall of % per cent. in the 
German bank rate and easing of the 
situation in Paris and London. 

Another feature is the softening of 
commercial paper rates in this country. 
The ruling rate for prime paper at New 
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York is now about 5% per cent.—not 
much of a decline, but important as com- 
ing right in the midst of the autumn de- 
mand for money. If you reduce the com- 
mercial paper rate to a non-seasonal basis 
you find a drop of about 1% per cent. 
since last June. 

The president of an uptown bank is 
quoted as saying: “Money is coming to 
New York in a pretty large stream, 
which in time will develop into a regular 
flood. It is not merely normal ease, but 
a plethora of money which will prevail 
here after the turn of the year, and there 
will be a slump in rates all over the 
world. The significance of the present 
exceedingly strong condition of the Bank 
of England, the Bank of Germany and 
the Bank of France may be obscured for 
a time, but will become apparent in the 
long run.” 

a * 
EXT, are there now adverse condi- 
tions, not existing in 1904, 1908, or 
1910, which will prevent the stock mar- 
ket from advancing on easy money? 

This is a question very difficult to an- 
swer, for, of course, every new period 
brings with it new conditions. More- 
over, we always get the bear news and 
the bearish situation when stocks are 
low—that is the reason they are low. If 
we bought stocks only when all factors 
were favorable we would pay near top 
prices. 

We have a lower tariff; that is one 
feature that is new to us, and the re- 
sults are problematical. Reasonable cau- 
tion might well prevent us from buying 
the stocks of those companies which are 
especially affected by the reductions of 
duties. 

The railroads have experienced diffi- 
culty in getting permission to raise their 
rates in proportion to the increase in 
their expenses. Public sentiment is now 
much more favorable than it was a few 
years ago, toward reasonable increases in 
rates, and the roads have strong hopes 
of getting the 5 per cent. advance re- 
cently asked for. It would seem that 
there can be no doubt that they are rea- 
sonably entitled to it. But if it comes 
it is likely to be partially offset by de- 
creases in some of the rates on special 
commodities, such as anthracite coal, for 
example. 




















If the investor, therefore, buys rail- 
road stocks he needs to confine his pur- 
chases to those roads which are earning 
a liberal surplus over their dividends, so 
that they can stand the present higher 
expenses without making dividend pay- 
ments uncertain. 

The steel companies, of course, will to 
a great extent have to suffer with the 
railroads from the effects of increasing 
costs. The roads buy about 25 per cent. 
of the steel production of the country, 
and their purchases have a good deal of 
sentimental influence on other buyers. 
During the first ten months of 1913, or- 
ders for various kinds of railway equip- 
ment fell off from 25 to 72 per cent., as 
compared with the corresponding period 
of 1912. Yet if railroad purchases were 
only 50 per cent. of normal, but other 
lines of steel consumption continued on 
a normal basis, the total business of the 
steel companies would be 87% per cent. 
of normal. 

* ok * 


THE currency bill, if passed, seems to 
me a bull argument, at least for the 
next few years. It is pretty certain to 
result in an increased supply of currency 
or credit or both, which always makes 
for a temporary prosperity. What would 
happen later, if credit became over- 
extended, is another story, but that is too 
far ahead to be a practical question just 
now. Perhaps there is a possibility of 
a temporary contraction, if the bill is 
passed in a form violently opposed by 
bankers; yet, with the great powers 
which it is proposed to grant the Federal 
Reserve Board, it strikes me that any 
such contraction could be very quickly 
checked by special action of the Board, 
even it were not foreseen and prevented. 
The Mexican situation will probably 
be a thorn in our flesh for some time 
to come, but it does not impress me as 
an important or permanent bearish in- 
fluence. 
Further anti-trust activity may be 
expected, which may have a depressing 
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effect. This is one of those uncertain po- 
litical factors which there is no way of: 
measuring, so that its results can only 
be guessed at. It seems highly probable 
that various individual stocks will con- 
tinue to be adversely affected by this in- 
fluence, and it may act as a drag on the 
whole market. 
* * * 


Bonps follow the money market 

more closely than stocks, so it seems 
to me pretty clear that the high grade 
bonds should be bought and laid away, 
as prices are only a little above the bot- 
tom, after a long decline. 

As to stocks, the investor should cer- 
tainly make a discriminating selection 
and should buy only on declines; but it 
has always been the case that the best 
stocks have followed the bond market 
upward very soon after a period of liqui- 
dation has ended in renewed accumulat- 
tion of capital. 

My expression of substantially the 
same opinion last month, after taking 
the position throughout a year previous 
that money in bank was likely to be 
better property than stocks and bonds, 
elicited some protests from acquaintances 
and correspondents who were bearishly 
inclined. It should be understood that 
I make no attempt in this department 
to predict purely speculative fluctuations, 
the results of the latest sensational news 
from Mexico, and so on. I am talking 
to the genuine investor, who buys his 
stocks outright and lays them away; and 
I am firmly convinced that he will make 
no mistake by picking up the best stocks 
from now on as speculative fluctuations 
afford favorable opportunities. 

As to the immediate future, my guess 
would be that we are likely to see a con- 
siderable period of dullness and minor 


- movements, with individual stocks de- 
‘clining sharply from time to time as a 


result of unfavorable conditions affecting 
those particular properties, before any 
broad upward movement of importance 
begins. 








The Situation Summarized 








an attempt is here made to divide the mmapertent factors into favorable and 
y. 


[While 
unfavorable, this tion is 
that the same factor may have a bullish 


for convenience o: 
or may ; effect in one direction and i 
or may be bullish in its immediate influence, but containing 

the future. Also, it would be impossible to strike a balance in 


It should be fully recognized 
in another, 
erous possibilities for 
is way, as one bullish 


factor might be so important as to outweigh all bearish considerations, or vice versa.] 


Favorable 


ANK reserves at New York have 
shown rapid improvement in Novem- 
ber. This is all the more notable 

because November is not usually a month 
in which cash comes to New York. Fall- 
ing reserves are more common at this sea- 
son. Call money easy. 


Ratio of deposits to loans at New York 
has also shown a marked improvement re- 
cently. Indicates beginning of accumula- 
tion of capital, which will later seek 
investment channels. 


Bank of Germany discount rate reduced 
from 6% to 5%%. Financial conditions 
there decidedly better than last summer. 


Bank of England gold holdings and re- 
serves are now both better than a year ago. 
Gold — largest for this season of the 
year since 1895. 

Offering of French rentes may bring out 
gold now hoarded by timid small investors. 


small, 


Stocks of copper metal still ver 
ctober. 


in spite of some increase during 


Bank clearings outside New York for 
October were equal to last year, and much 
greater than.any previous year. Slight fall- 
ing off first half of November, but sur- 
prisingly good in view of numerous causes 
of uncertainty. 


Railroad ss earnings nearly equal to 
last year, which doesn’t indicate much re- 
action in trade, as they were big last year 
at this time. Net earnings poor. 


2,438,000,000 
,000 bushels 


Final estimate of corn cro 
bushels, an increase of 100, 
over the September estimate. 


Recent estimates of cotton yield have 
been raised by about 500,000 bales. 


Much better feeling toward bonds, but 
actual buying as yet small. Sonie moderate 
urchases by those who should be good 
fodgen. 

Stock market shows good resistance to 
bear news. 


- on Asiatic business, 


Unfavorable 


IG offerings of new securities abroad 
will tend to absorb all available cap- 
ital. French government announces 

$260,000,000 loan, to cover deficit of $160,- 
000,000 in next year’s budget. 


Comptroller’s statement of condition of 
all National Banks as of October 21 not 
yet fully in hand, but very little improve- 
ment can be expected. But judging from 
New York bank showing, there has been 
improvement since that date. 


Unfilled orders of U. S. Steel fell sharply 
in October. Incoming business still quite 
small. Unemployed steel workers esti- 
mated at about 40,000. 


Liabilities of failures in October largest 
for that month since 1907. A little less 
than September, but running unpleasantly 
heavy. 


Bank clearings falling off, taking the 
country as a whole, though clearings out- 
side New York hold up remarkably well. 


Railroad net earnings generally discour- 
aging, owing to slight falling off in gross 
and constantly increasing expenses. Inter- 
state Commerce Commission hearings have 
begun on the railroads’ request for 5 per 
cent. increase in rates. Result uncertain, 
and decision not likely to be reached for 
some time. 


Hearings on anthracite coal rates begun 
at Philadelphia. Material reduction of 
these rates considered probable. 


Pacific roads have begun to reduce rates 
to compete with 
Panama Canal route. 


Trust policy of administration includes 
various suits against important corporations. 
Also further anti-trust legislation probable 
after currency question is disposed of. 


Number of unemployed is considerably 
in excess of last year. Massachusetts 
Bureau reports employment in construction 
lines 23 per cent. below last year. 


Mexican situation still uncertain, with 
possibilities of serious trouble. 





